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In connection with the misfeasance summons taken 
out by the Official Receiver as Liquidator of the City 
Equitable Fire Insurance Company, Limited, against 
the directors and auditors of the company, we have 
decided to withhold the report of the case against 
the auditors until we are in a position to publish 
their defence, and we hope also to be able to include 
the judgment of the Court. We think this is the 
equitable way of dealing with the matter owing to 
the fact that this Jowrnal is a monthly publication. 

The debate in the House of Commons on 
February 26th on what is known as the “ Poplar 
Order ”’ is of considerable interest to the accountancy 
profession, as the question was raised more than 
once of the efficacy of the power of surcharge by a 
district auditor of the Local Government Board 
(now the Ministry of Health). 


In the course of a_ well-reasoned 5 . 
Mr. Thomas Keens, M.P., F.S.A.A., poin out 
that there was-a fear that the extraordinarily 
autocratic powers conferred on the Ministry of 
Health by the Local Authorities (Expenses) Act, 
1887, might be used in a manner adverse to the 
best interests of Local Government, and in this 
connection he quoted the following section of the 
Act: ‘The expenses paid by. any local authority 
whose accounts are subject to audit by a district 
auditor are not to be disallowed by that auditor if 
they have been sanctioned by the Local Government 
Board.” 

But this is only a part of the danger, as the 
Minister of Health (Mr. Wheatley) in the course 
of his defence said: ‘‘ Since 1921 i find that Poplar 
has appealed to the Ministry of Health against 
decisions of the auditors to surcharge tlem on five 
occasions, and on four occasions the surcharges were 
remitted. Those surcharges had been made by the 
auditor for extravagance and illegal expenditure, 
and the solitary exception was a remarkable one— 
for a small sum of £10 paid by the Poplar Board 
to a school band for playing outside the prison in 
which the Poplar Town Councillors were confined.” 

It is a long way back from this debate to the 
inquiry of the Joint Select Committee of the House 
of Lords and House of Commons on Municipal 


49/ Trading, the report of the Committee being dated 


over twenty years ago. Before that Committee there 
appeared Sir (then Mr.) Charles Wilson, who gave 
evidence on behalf of the Society of Incorporated 
Accountants and Auditors in favour of a professional 
audit of all local authorities’ accounts, and the 
Committee issued a report which recommended that 
the auditors should be members of the Institute or 
members of the Society. The appointment of 
professional accountants as auditors of all local 
authorities has always been resisted by the 
Government Department on the ground that the 
power of surcharge could not be delegated to 
auditors who are not igo een officials, and 
that if professional men on y were employed a 
most valuable soleguerd wo would be lost. 


The Poplar debate, if it it does nothing else, shows 
the fallacy of this argument. We venture to say 
that, taken on the whole, during the intervening 
period of yesrs referred to there have been far less 
scandals in connection -with municipalities whose 
auditors are qualified professional men than in 
connection with local authorities whose accounts 
have been subject to the audit of officials of the 
Ministry of Health, whose decisions are open to 
review from time to time by the political chiefs of 
the Department. 

Speaking in the House of Commons on the subject 
of Agriculture, the Prime Minister, Mr. Ramsay 
MacDonald, said in regard to farmers: “A great 
fault committed by those fellow-citizens of ours who 
are always telling us they are on the brink of ruin is 
that they always live from season to season. When 
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a good season comes they say nothing about it. 
When a bad season comes all they do is to produce 
to their own minds and to us the figures of the bad 
season, and try tc convince us that that is a normal 
and average condition of the industry in which they 
are engaged. Farfromit! There is not the least 
doubt about it that even now careful book-keeping 
on the part of large numbers of farmers does not 
exist, and one of the services now being given by the 
Ministry of Agriculture to the farming industry is to 
supply them with professional gentlemen who can 
tell them how to keep books and accounts with 
sufficient accuracy to enable them to see how their 
business goes from year to year.” 


A reference to arbitration in a partnership action 
in the case of Kendjian v. Gumughdjian has led to a 
difference of judicial opinion. ‘The accounting was 
peculiarly involved, and the High Court Judge, 
proceeding under the Arbitration Act, referred the 
taking of the account, by consent of both parties, to 
two well known accountants, and if they differed 
then to an accountant to be named by them. 
The referees differed; they named an umpire, who 
took the account and reported it to the Court as 
an arbitration award. It was attacked by one 
of the parties, but the other answered that the 
umpire was final and that his award could not be 
reviewed by the Court. Mr. Justice Russell took 
this view, but the Court of Appeal has reversed his 
decision. Tbe ground is that the judicial order 
for an account still stands, and that the Court did 
not mean to discharge itself of all jurisdiction and 
responsibility. But while this is the result in this 
particular case, attention is directed to the following 
language of the Master of the Rolls: ‘The mere fact 
that the parties appointed an accountant on either 
side does not necessarily lead to a final award.” 


The correspondence columns of the Press have 
been occupied recently by numerous letters on the 
subject of the hardships to married couples arising 
from the assessment of income-tax and super tax 
on the basis of the incomes of husband and wife 
being treated as one. Many arguments have been 
advanced for separate assessment as being the only 
equitable way of dealing with the matter. The 
other day a question was put to the Chancellor of 
the Exchequer as to whether, in the forthcoming 
Budget, he would remove this hardship by making 
it unnecessary for a husband to include his wife’s 
income in his income tax return. Mr. Snowden, in 
reply, reminded the House that according to the 
report of the Royal Commission on Income Tax 
the adoption of a course under which husband and 
wife would be taxed at a rate or rates determined 
by their individual incomes and not by their joint 
income, would result in a shifting of burdens from the 
rich to the poor, and he made it quite clear that he was 
not prepared to introduce legislation on such lines. 


The case of Rowntree ¢ Co., Limited, v. Curtis 
(Inspector of Taxes), to which we referred in our 
Professional Notes of June last, has now been 


before the Court of Appeal, and the result, as we 
anticipated, is that the judgment of Mr. Justice 
Rowlatt has been affirmed. The claim of the 
company was that a sum of £50,000, set aside out 
of profits to provide an invalidity insurance fund, 
should be allowed as a charge for income tax. 
The ground of Mr. Justice Rowlatt’s decision was 
that he could not treat the £50,000 as a payment 
by way of a fair business disbursement. The Master 
of the Rolls, in upholding this decision, said it was 
probably quite impossible to lay down’an actual 
definition to cover all cases of doubt, and; in the 
case under consideration, his Lordship confessed 
that his mind had fluctuated considerably, but as the 
Commissioners had found as a fact that the payments 
to be made out of the income of the £50,000 fund 
were contingent and incapable of exact ascertainment, 
he had come to the conclusion that the payment 
could not be said to have been made exclusively for 
the purposes of the business carried on by the 
company. The motive of the company was partly 
the honourable one of charity. Inasmuch as the 
continuous demand on the income of the invalidity 
fund was not really ascertainable, it was not a 
business deduction from the profits. 


The Court of Appeal has affirmed the judgment of 
Mr. Justice Greer in Scrimaglio v. Thornett & Fehr, 
to which we referred in our issue of November last. 
The effect of the decision is that the words ‘“‘ settled 
by arbitration in the usual way” when inserted 
in @ contract mean the way in which disputes 
arising as to the particular commodity or class 
of commodity are usually settled. 


New points continue to arise on the Rent 
Restriction Act. An important one came before the 
Divisional Court last month in the case of Strickland 
v. Palmer, in which it was contended that although 
a rent could be raised under sect. 2 (1) (b) of the 
1920 Act to the extent of the increase payable by 
the landlord for rates, there was no obligation on 
the landlord to reduce the rent when the rates went 
down. In the County Court a decision was given in 
favour of the tenant, but this has now been reversed. 
Mr. Justice Shearman in delivering judgment said 
that from the standpoint of ethics there was a good 
deal to be said for the view that the tenant should 
have his rent reduced when the rates fell, but the 
Act provided that in case of an increase of rates the 
proprietor could charge an increased rent and thus 
become landlord under an implied new tenancy. 
He (his Lordship) had looked in vain for any 
provision that that tenancy was for a limited time 


or came to an end on the happening of any — 


contingency. Once the right to increase had 
accrued there was nothing in the Act to terminate 
it, nor was there any provision for its decrease 
automatically with the fall of the rates. 


The ‘Order and Disposition” clause in bank- 
ruptcy has been the subject of much litigation for 
many years past, but a new point of some 
importance arose in the King’s Bench Division in 
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the case of Lamb v. Wright € Co. Sect. 88 (c) of 
the Bankruptcy Act, 1914, provides inter alia that 
all goods, being at the commencement of the 
bankruptcy in the possession, order or disposition of 
the bankrupt in his trade or business by the consent 
and permission of the true owner, under such 
circumstances that he is reputed owner thereof, shall 
be the property of the Trustee in Bankruptcy. 
A motor car was delivered to the bankrupt (a grocer) 
under a hire purchase agreement on the usual terms. 
The agreement provided that if the buyer failed to pay 
the instalments, or if a receiving order was made against 
him, the plaintiff could re-take possession of the car. 


The Judge found on the evidence that in fact the 
motor car was in structure a pleasure car, that it 
was sold as such and was insured as such, although 
it had been used to some extent for business 

urposes. The extent of the employment for 

usiness purposes consisted in its use on two or 
three days of the week, during a small part of those 
days only, for the purpose of delivering goods to 
customers and for visits to the market. The Court 
held that the motor car did not come within the 
provisions of sect. 38 of the Bankruptcy Act becanse 
on its true construction clause (c) meant that the 
consent and permission of the true owner of the car 
should be given not only to its possession by the 
bankrupt but also to its use in the trade or business. 
In this case the true owner of the car not only did 
not consent to its use in the bankrupt’s business, but 
he was not aware that it was so used. The Trustee 
in Bankruptcy could not therefore retain the car. 


In the case of Calthorpe v. McOscar and Others 
an interesting decision has been given by the Court 
of Appeal on the meaning of the words “ well and 
sufficiently repair’’ contained in a lease. When the 
lease was granted in 1825 the liouses were country 
abodes in a semi-rural area which had now become 
a busy and central part of London, and the houses 
or parts of them were let to small tenants on weekly 
tenancies. The defendants contended— 

That the covenant was limited to an obligation 
to carry out such repairs only as having regard to 
the age, character and locality of the premises 
would make them reasonably fit to satisfy the 
requirements of reasonably minded tenants of 
the class that would be likely to occupy them. 


The plaintiff, on the other hand, claimed— 

’ That the defendants were liable to do all needful 
and necessary acts, well and sufficiently to repair 
the premises in the words of the covenant 
without any limitation as to what would satisfy 
the requirements of reasonably minded persons 
of the class likely to become occupiers of the 
premises. 

In the latter case the cost of repairs was to be 
nearly three times that of the former. Mr. Justice 
McCardie, in the Court of King’s Bench, held that the 
defendants’ contention was correct, but the Court of 
Appeal has reversed this decision and given judgment 
in favour of the plaintiff's contention. In doing 


so their Lordships stated that in their view the 
question had already been decided in Morgan v. Hart, 
and that the case of Proudfoot v. Hart, upon which 
Mr. Justice McCardie relied, was distinguishable. 


Of recent years a great deal has been heard of the 
inability of manufacturers in this country to compete 
in foreign markets with goods produced on the 
Continent, on account of the depreciated currency of 
certain Continental countries. This complaint was 
mainly confined to Germany in the first instance, 
but latterly it extended also to France, especially in 
connection with the woollen industry in Yorkshire. 
In this connection there seems to be a good deal of 
misapprehension as to the real operation of the 
exchanges on the price of commodities. 


The main reason for a country with a depreciated 
currency being able to compete on favourable terms 
with other countries is that the internal value of the 
currency is always greater than the external value. 
In other words, the same amount of money will buy 
more goods or pay for more labour at home than it 
will do abroad. This is accounted for by the fact 
that there is always an interval between the fall of 
the international rate and that of the internal rate, 
and moreover the internal rate rarely, if ever, falls 
to the same extent. The difference between the 
two rates is also greater where the fall is rapid than 
where it is gradual. It must not be overlooked, 
however, that although countries with depreciated 
currencies may derive an advantage for a time, it can 
only be temporary, and the ultimate effect, as we have 
seen in the case of Germany, is national bankruptcy. 
In the meantime, unfortunately, countries which 
maintain the value of their currency suffer heavily 
when competing in the foreign market. 


Costs of Marketing and 
Distributing Commodities. 


Ar the recent Autumnal Conference of Incorporated 
Accountants at Cardiff this question was considered 
in some detail, particularly in relation to food 
products, in the paper read thereat on “Accountancy 
in relation to Costs and Market Prices’’; also in the 
discussion which ensued thereon, and the comments 
it evoked in accountancy and other journals. 
Not by way of criticism, but by way of illustration 
of the new outlook which modern conditions and 
intellectual progress are enforcing upon the 
accountancy profession, it was pointed out in 
the professional papers that the address travelled 
far outside the usual ambit of addresses at such 
conferences. 

In recent years manufacturers and producers have 
recognised the importance of knowledge of the 
costs of their products, and increasing attention is 
being given by accountants to the methods by 
which these can best be ascertained. Between these 
costs and the prices paid by the consumer or user 
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there are in all cases margins—and in wore | cases 
wide margins—representing costs of marketing, 
transport, distribution, of services akin or ancillary 
thereto, and also the z in the equation of supply 
and demand. ‘The searchlight of accountancy has 
yet to be brought to bear on these various factors. 
It is in the interest of the community—and not 
more in the interest of the consumer than in the 
interests of producers and distributors—that the 
searchlight should be so directed as to distinguish 
necessary and useful costs from those which are 
unnecessary or useless, and also between those which 
might be avoided or reduced by alterations in 
methods or procedure. In agriculture, the primal 
and most extensive industry, the ascertainment of 
the cost of produce has been beset with special 


' difficulties, due to the nature of the industry, the 


conditions—climatic, social and economic—under 
which it is carried on, and the special characteristics 
of those engaged in it. 

In large measure these difficulties in the ascer- 
tainment of agricultural costs are being surmounted. 
In this connection the Committee of the Incorporated 
Accountants’ Students’ Society are to be congratulated 
on arranging that on March 18th the present position 
of this subject is to form the topic of an address to 
the members of that Society by Professor C. 8. Orwin, 
M.A., the Director of the Institute for Research 
in Agricultural Economics in connection with the 
University of Oxford, and one of the pioneers of 
Costing as applied to Agriculture. Lack of knowledge 
of cost of production is not the only danger which 
besets the British agricultural producer. The mode 
and method by which his products are marketed 
and distributed make him the ‘remainder man” 
in a long series of transactions, in some of which 
unnecessary multiplication of functions or processes 
arise, with the results that “taken as a whole, 
distribution costs are a far heavier burden than 
society will permanently consent to bear,’ and 
‘“‘the farmer stands alone at the end of a long line of 
distributive agencies. As an individual his position 
as a seller is inherently weak. His economic 
relations with the community in general grow 
gradually more and more complex. His isolation 
is rapidly vanishing. He can no longer ignore the 
forces which surround him, he cannot disassociate 
himself if he will.” 

As those who were present at, or read the report 
of, the Conference will remember, reference was 
made to the reports which had then appeared of 
the Departmental Committee on Distribution and 
Prices of Agricultural Produce appointed in 
December, 1922, to inquire into the methods and 
costs of selling and distributing agricultural, 
horticultural and dairy produce in Great Britain, 
and to consider whether and, if so, by what 
means, the disparity between the price received by 
the producer and the price paid by the consumer 
can be diminished. In the Final Report dated 
November 22nd, 1928, and recently issued as a 
Command Paper (No. 2008), the Committee state 
inter alia: ‘‘ We have exhaustively examined the 
methods of marketing and distribution as they are, 
and have set out in most cases for the first time 


the various costs and charges, both of material and 
of service, and in many cases also of manipulative 
and manufacturing processes which together make up 
the price which the consumer pays.’’ To quantify 
these costs and charges was probably outside the 
terms of the Committee’s reference, but even had 
it been within, in the absence of professional 
accountancy investigation, and through lack of 
accounting data the Committee would probably have 
been unable to do so for, as they observe, surprisingly 
few of the smaller traders keep accounts in such a 
way as to show the relationship of the constituent 
elements in the cost of their respective undertakings. 
In the opinion of the Committee, apart from the 
results of the economic conditions arising from 
the war, national development has reached a stage 
of such complexity and interdependence that the 
problem of the cheap and efficient distribution of 
food stuffs is fundamental, and is one of the most 
important and pressing with which we are faced. 
They state that there is no reason why producers 
of goods should bear the whole of the burden of a 
depression in prices, or why consumers should not 
be able to enjoy the full advantage of reductions in 
wholesale prices, adding that distributors of food 
stuffs must be prepared not only to modify their 
margins as the cost of materials, Jabour, transport 
and other incidental items fall, but to make through 
their trade organisations a connected and conscious 
effort to increase the effectiveness of their trades 
by devising less expensive methods, and adapting 
trading policies to the fundamental requirements 
of economical distribution. On the other hand, 
consumers should realise that their ever increasing 
demands for comfort, convenience and service are 
in no small measure responsible for the high costs 
of retai) distribution to-day. 

The feeble response to the questionnaire issued by 
the Committee on the subject of cost is attributed 
not wholly to indifference or reluctance on tbe part 
of retailers to divulge their financial position, but 
rather to the low average standard of education and 
business knowledge. The Committee consider that 
training in business methods is needed among retail 
food distributors generally, and that it would be a 
step in the right direction if young men in retail 
businesses were encouraged to take up the study of 
book-keeping, shop management, and the principles 
of retail merchandising, adding that with an 
improved understanding of the economics of their 
trade, which such instruction would provide, 
retailers should find it possible to reduce the cost of 
their trading operations. It may be difficult in 
practice to realise these views, but it should not be 
difficult to carry into effect the suggestion made by 
Sir James Martin on behalf of the London Chamber 
of Commerce before the Royal Commission on 
Income Tax in 1919, that it should be incumbent 
on all persons engaged in trade or business to keep 
such books of account as are usual and proper in 
their respective businesses, and such as would 
sufficiently disclose their business transactions and 
financial position. 

So far as regards the milk industry it would seem 
to have been the intention of the late Government 
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to legislate as regards that industry somewhat on| 
those lines, for the King’s Speech at the opening of 
the new Parliament in December last notified the 
intention to introduce a Bill to ascertain the costs 
and profits arising from the distribution of milk. 
This decision of the then Government was probably 
based on tle Committee’s view, as expressed in 
the report then in the hands of the Ministry 
of Agriculture, and now available for public 
information, that organisations engaged in the 
distribution of food are under an explicit obligation 
to dispel suspicion by fully and frankly publishing 
the general results of their trading. The Committee 
consider that nothing can contribute more to social 
unrest and instability than an apprehension, however 
groundless, that exploitation is rife in the distribution 
of food, and add that the future is undoubtedly with 
the big unit, but its toleration will be conditional on 
an adequate appreciation of the requirement of the 
commonweal. 

Instancing the existence of a large amalgamation 
of capital in the wholesale milk trade of London, the 
Committee recommend that the community should 
be given adequate assurance that the costs and 
profits of such organisations are not unreasonably 
high, and that they should be required to make 
public annually by filing at Somerset House 
particulars of all businesses under their control, 
together with a co-ordinated balance-sheet showing 
inter alia the proportions of capital represented by 
(a) goodwill and other intangible assets, (b) fixed 
assets, (c) floating assets, and the aggregate amount 
of their (d) liabilities, (e) reserves and (f) profits. 
It may, of course, be that the present Government 
may adopt the proposed Bill of their predecessors. 
In any event comment and criticism on retail prices 
is likely to be continuous under present, and under 
probable conditions in the immediate future. The 
Committee state that it has been represented to 
them that the regular publication of comparative 
wholesale and retail prices would be of assistance to 
the consuming public, as such official comparison 
would exercise a restraining influence on retailers’ 
prices and enable the consumer to judge whether 
these prices bore a reasonable ratio to prevailing 
wholesale figures. In pointing out that such 
comparison would necessarily be of a very general 
character, the Committee refer to the Ministry of 
Agriculture having under consideration a proposal 
to publish regularly comparative index numbers 
which will indicate the movement of wholesale and 
retail prices. The Committee consider that it may 
be possible by collaboration between the Departments 
of Agriculture and Labour to secure a more complete 
and comparable record of producers’ and consumers’ 
prices, and recommend that the Departments 
concerned should explore every possibility in that 
direction. 

If such exploratory work is undertaken, those 
engaged in it will do well to bear thoroughly in 
mind that generalisations are often misleading— 
without careful investigation they can hardly fail to 
be so—and that in many businesses the foundation 
work of accurate accounting and costing has yet to 
be undertaken. 


Income Arising or Accruing. 


Tue two highest judicial authorities—the House of 
Lords and the Judicial Committee of the Privy 
Council—have very recently been giving what many 
people may be apt to regard as extreme decisions 
against the Crown in tax cases. In the Lords there 
was, only a few days ago, a decision on sub-sect. (5) 
of sect. 5 of the Finance Act, 1894, throwing out a 
claim for death duty, which must have come as 
a most welcome reward to the courageous defendant 
who had fought and lost in the two Courts below, 
but whose appeal was upheld in the Lords by a 
majority. There is the end of that case, bu« we can 
hardly doubt that the result will be amending 
legislation. Then as to income tax, the Judicial 
Committee has, in an appeal from St. Lucia, 
reversed the Courts of that Dominion and given 
judgment in favour of the appealing subject on a 
construction of the word ‘income’ which, to say 
the least of it, has not been generally understood to 
be in accordance with the true legal view. Three 
members sat and at least two of them must 
therefore have been in favour of the decision, but 
whether it was unanimous cannot be known, for in 
the Judicial Committee only one opinion is read. 
In this case it was given by Lord Wrenbury, who, 
as our readers may remember, has taken a special 
interest in income tax and super tax questions. 
What is income? Or, rather, what is not income ? 
The answer of the Judicial Committee is based on a 
literal consideration, or rather a bisection, of the 
word “income.” Income is what comes in. If 
nothing comes in there is, and can be, no income. 
There must be a coming in to satisfy the word 
“income.” Nor is it made any better for the taxing 
authority by adding the word “ accruing,” or in this 
case ‘‘arising or accruing.’’ What actually happened 
was that interest on the unpaid part of a piece of 
land sold was running on during the year in 
question, and it ought to have been paid in that 
year, but the purchaser so far defaulted that the 
interest in question was not recovered till after 
the close of that year, but it was recovered. On 
these facts the decision is that during the year in 
question it was not “income arising or accruing.” 
The argument of the Dominion was that the interest 
“accrued”’ to the vendor in the year in question, 
because it took birth de die in diem within that year, 
plus the fact that the contractual date for payment 
arrived within that year, and that, these things 
being so, it mattered not that the payment was not 
actually made in that year. The Judicial Committee 
would not entertain that argument. The point of 
distinction is quite clear, whatever one’s opinion 
may be regarding it. The Dominion view stresses 
the word “accruing’’; the Judicial Committee's 
view stresses the word. ‘“‘income.’”’ The former 
assumes that interest is income, and any difficulty 
which might arise from what may be called a 
carrying-over of the cash settlement is supposed to 
be removed by the word “‘accruing.’’ The Judicial 
Committee’s answer is that, before you can get to 
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the point of considering the attributes “arising” 
and ‘‘accruing,” you must first find that there is 
any income at all, for it is only to income that those 
words are applied in the Dominion code. But 
there can be no income if nothing comes in; 
therefore cadit questio, and one never gets so far as 
to require or be allowed to consider the adjectives 
or participles. ‘‘The words ‘income arising or 
accruing’ are not equivalent to ‘debts arising or 
accruing.’ To give them that meaning is to ignore 
the word ‘income.’ The words mean ‘ money 
arising or accruing by way of income.’” 

It may be right to explain that the application of 
all this is that under the St. Lucia code the subject 
is not taxable on the measure of last year’s income 
unless during the taxation year he is either resident 
in the Dominion or has income arising or accruing 
in the Dominion. The attempt was to tax for 1921, 
on the income of the previous year, a person not 
resident in the Dominion in 1921, and who had no 
income from the Dominion that year unless this 
interest, which ought to have been paid in 
November, 1921, was such income. The decision 
is that it was not, and that the person was not 
taxable for 1921. 

We anticipate legislation, and not confined to 
St. Lucia. Compare various passages in our older 
1918 Income Tax Act. At the outset of Schedule D, 
where the six cases are marshalled, Case III! is said 
to tax “ ‘ profits of an uncertain value and of other 
income.” Then in Cases IV and V of the same 
schedule the tax is limited to “income arising 
from.” But whatever the legislation prospects, 
there may, as things stand, be home and other cases 
in which this decision of the Judicial Committee 
(St. Lucia Estates Company, Limited, v. Colonial 
Treasurer of St. Lucia) may be used with effect. 


Society of Incorporated Accountants and 
Anbditors. 


MEMBERSHIP. 


The followiug additions to, and promotions in, the Membership 
of the Society have been completed since our last issue :— 


ASSOCIATES TO FELLOWS. 


Buanp, Franz, Accountant to Bexley Urban District Council, 
Council Ovlice:, Bexley Heath, Kent. 

Eaves, Tnomas (Thomas Eaves & Co.), Venice Chambers, 
61, Lord Street, Liverpool, Practising Accountant. 
Hoxsroox, Ernest (Ernest Holbrook & Co.), 24/25, Western 
Mail Chambers, St. Mary Street, Cardiff, Practising 

Accountant. 


ASSOCIATES. 


Arrey, Wiiuram Aupriext, Clerk to McAusland, Airey & Page, 
Produce Exchange Buildings, 8, Victoria Street, Liverpool. 


Aunin, Crarence Stuart, Clerk to Jones, Robathan & Co., 
Imperial Buildings, Mount Stuart Square, Cardiff Docks. 


AtiwricHT, ArtHur Atkinson, Clerk to W. B. Keen & Co., 
23, Queen Victoria Street, London, E.C. 


BassHam, ALBERT Ropert, Clerk to H. P. ao & Sons, 
8, Upper King Street, Norwich. 

Bentiey, Witrrt, Borough Treasurer’s Bineitininds Town 
Hall, Preston. 
Berry, Gzorsz Rosert, Clerk to Edgar Oates & Co., 
871 to 377, Corn Exchange Buildings, Manchester. 
Bever.ey, Geoucr, Clerk to Wilde, Ferguson-Davie & Miller, 
614, Fore Street, London, E.C. 

Brees, Win1iam Gerorcz, Clerk to Charles M. Ayliffe, 
10, Commercial Sireet, Newport, Mon. 

Brut, Jonn Husert, Clerk to Williams, Stoker, Worssam and 
Holland, 9, Bedford Row, London, W.C 

Bruuineton, ArtHurR Wituiam, Clerk to Clement Keys & Son, 
Atheneum Chambers, 71, Temple Row, Birmingham. 

Buiyrue, Ernest, Clerk to Louis Nicholas, 19, Castle Street, 
Liverpool. 

Boora, Neviiix, Clerk to Atkins & Bootb, 76, Derby Street, 
Macclesfield. 

Branp, Cecrn Hoimes, Clerk to Kemp, Chatteris, Nichols, 
Sendell & Co., 36, Walbrook, London, E.C. 

Broaptey, THomas, Clerk to Hubbart, Durose & Pain, 18, Low 
Pavement, Nottingham. 

Bueery, Aupert Ernest, Clerk to Yeatman, Melbourn & Co., 
2, Coleman Street, London, E.C. 

Burcuer, Freperick Joun Crcit, Borough Treasurer’s 
Department, Town Hall, Eastbourne. 

CarruTHERs, Ronpert, Assistant County Accountant, Cumber- 
land County Council, The Courts, Carlisle. 

Coteman, StantEy Harrop, Clerk to Hicks, Walters & Co., 

15, George Street, Mansion House, London, E.C. 

Coox, Ernest GeorGeE, National Insurance Audit Department, 
17, North Audley Street, London, W. 

Dean, Freperick Epmunp, Clerk to J. Dix Lewis, Cesar & Co., 
Kennan’s House, Crown Court, Cheapside, London, E.C. 

Exis, Frepertck Cecm (Friend, Ellis & Co.), Prudential 
Chambers, 34, Commercial Street, Newport, Mon., 
Practising Accountant. 

Farretn, Joun Epwarp, Clerk to Martin, Farlow & Co., 
Nymegen, Holland. 

Fox, Witt1am Kenneru, Clerk to F. W. Ciarke & Co., 
25/28, Corridor Chambers, Market Place, Leicester. 
Gisson, THomas AmpBrose, Assistant Auditor, National 

Insurance Audit Department, Dudley House, 28, Endell 
Street, London, W.C. 
GitiBe, Jonn Aurrep, Clerk to Herbert W. Alliott, 119/120, 
London Wall, London, E.C. 
Gray, Wini1am Srewart, Clerk to J. Cradock Walker and 
McFadzean, 157, West George Street, Glasgow. 
Grunpy, Tuomas, Clerk to Percy Mason & Co., 64, Gresham 
Street, London, E.C 


Inkpen, Harotp Frank, Clerk to Crane, Houghton & Crane, 
Cathedral House, 8, Paternoster Row, London, E.C. 


Jackson, Tuomas Henny, A.C.A., Clerk to Robinson and 
Coulson, Alma Chambers, Scarborough. 


Jones, ALFRED Mayor. Accountant's Department, Staffordshire 
County Council, County Buildings, Stafford. 


1, Joun, Borough Treasurer’s Department, Town Hall, 

olton. 

Kexr, George Henry Tuompson, Clerk to John McCullough 
and Sons, Kingscourt, Wellington Place, Belfast. 

Kersuaw, Cuirrorp Auian, Clerk to W. B. Peat & Co., 
11, Ironmonger Lane, London, E.C. : 

Kirkman, Atrrep Henry, Clerk to E. P. Messenger, 105, 
St. Aldate’s Street, Oxford. 

Le Févre, Cuantes, Clerk to Prior & Palmer, Pelham 
House, Pelham Street, Nottingham. 

Luioyp, Bensamin, Clerk to Wm. Lloyd, 19, Priory Street, 
Dudley. 
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+ Luoyp, Percy, Clerk to Lingard, Middleton, Dann & Co., 
Marsden Chambers, 10, Marsden Street, Manchester. 


Lustep, Ernest Jacx, Clerk to George Gradon & Co., 
43, Gower Street, London, W.C. 

Macmexemey, Ronenrt, Clerk to Wm. H. Jack & Co., 38, Bath 
Street, Glasgow. 

Mason, Jonn (Jun.), Clerk to Edgar Oates & Co., 371/377, Corn 
Exchange Buildings, Manchester. 

Marneson, Duncan Royston, M.A., Officiating Accountant- 
General, Behar and Orissa Government. 

Mortimer, Arraur Gorpon, Clerk to Perey Alexander, 
43, Chancery Lane, London, W.C. , 


Nevsronner, Guy Vyvyan, Clerk to Fairbairn, Wingfield and 
Wykes, 67, Watling Street, London, E.C. 


Nicno1is, Jonxn Gorpow, Clerk to S. Barnes Bryant, Arundel. 


Chambers, 188/189, Strand, London, W.C. 

Pacr, Atrrep, Clerk to W. B. Peat & Co., Norris Deakin 
Buildings, King Street, Sheffield. 

Pantsn, Sypyzy Ernest, Clerk to Moore, Stephens & Co., 
2, Gresham Buildings, London, E.C. 

Parrrivgz, Frepertcx Arruur, Examiner, Department of the 


Official Receivers in Companies Liquidation, Board of 
Trade, 33, Carey Street, Lincoln’s Inn, London, W.C. 


Penn, Haronip James, Clerk to Johnstone, Davies & Moulder, 
Central Chambers, High Street, Kidderminster. 

Pirts, Aurrep, Clerk to Auker, Horsfield & Co., Clough’s 
Buildings, 21, Forster Square, Bradford. 

Pritcuett, AtBert Joun, Clerk to J. Durie Kerr, 5, Waterloo 
Street, Birmingham. 

RansHaw, ALBERT Cuaries, Clerk to R. R. France & Co., 
St. Andrew’s Chambers, 22, Park Row, Leeds. 

Ruopes, Wiiu1am Hersert, Clerk to Hopps & Bankart, 
25, Friar Lane, Leicester. 

Rosins, Wiit1am Joun, Clerk to Percy Mason & Co., 
64, Gresham Street, London, E.C. 
SHEPHERD, CHRISTOPHER JonN, Clerk to A. Nixon, Son & Turner, 
31, Victoria Buildings, St. Mary’s Gate, Manchester. 
Sureips, Louis Jonn, Borough Treasurer’s Department, Town 
Hall, Stockport. 

Stncuarn, Georce Nett, Parr’s Bank Chambers, Oswestry, 
Practising Accountant. 

Srexin, Davin, Clerk to A. C. Palmer & Co., Court Chambers, 
Friar Lane, Leicester. 


Taper, Recinatp Witrrep Grorce, Assistant Accountant, 
Paignton Urban District Council, Town Hall, Paignton. 


Tarr, Caartes Haroxip, Comptroller’s Department, London 
County Council, The County Hall, Westminster Bridge, 
London, S.E. 

Txorne, Autec Tuomas, Clerk to J. W. Best & Co., St. Peter’s 
Close, Sheffield. 

Tuorn.ey, Artuur Freperick, Clerk to Norman D. Vine & Co., 
Pearl Chambers, East Parade, Leeds. 

Toxson, Ciirrorp, Clerk to H. Appleyard & Co., Barclays Bank 
Chambers, Market Place, Dewsbury. 

Warre, Tuomas Henry Georcer, Clerk to W. C. Westlake, 
22, Portland Street, Southampton. 

Waurrrtetp, Lesim, Clerk to C. Percy Barrowcliff & Co., 
55/57, Albert Road, Middlesbrough. 

Witcock, Frep, Borough Accountant’s Department, Town 
Hall, Tunbridge Wells. 

Wuson, Doveras, Clerk to Whitson & Methuen, 21, Rutland 
Street, Edinburgh. 

Wootsron, Aupert Henny, Clerk to Woolger, Hennell & Co., 
Moorfield Chambers, 165/167, Moorgate, London, E.C. 


Wricnut, Perer, Clerk to Crewdson, Youatt & Howard, 
Bassishaw House, 70a, Basinghall Street, London, E.C. 


Wyatt, Freperick Lynn, Clerk to Alfred Nixon, Son & Turner, 
31, Victoria Buildings, St. Mary’s Gate, Manchester. 


Society of Incorporated Accountants and 
Auditors. 


EXAMINATION RESULTS. 
SOUTH AFRICAN (EASTERN AND WESTERN) COMMITTEES. 


Novemner, 1923. 


Alphabetical Order. 


Cape, Eric Cyr, Clerk to A. 8. Leith (W. G. Hodges & Co.), 
Hills Buildings, Maitland Street, Bloemfontein. 

Compton, Oxtver Wesseis, Clerk to George Mackeurtan, 
806, Smith Street, Durban. 

Forster, Arnruur Lesiie, Clerk to J. Fleming Orr, Prait 
& Mockford, 11-17, Trust Buildings, Fox Street, 
Johannesburg. 

Hawt, Frank, Clerk to D. Mackeurtan (George Mackeurtan), 
306, Smith Street, Durban. 

Hanps, Kennetu Cartes Mysorau, Clerk to Sir Harry Hands 
(Hands & Shore), 108, St. George’s Street, Cape Town. 

Hystor, Huan, Clerk to Sprigg, Abbott & Crawford, Guardian 
Buildings, Adderley Street, Cape Town. 

Levine, Fravren Isaac Lezarp, Clerk to Melt van der Spuy 
Dreyer, 1-3, Lawley’s Buildings, Fox Street, Johannesburg. 

Osporn, Franx Epwarp, B.A., Clerk to N. A. Stott (Deloitte, 
Plender, Griffiths, Annan & Co.), Royal Exchange 
Buildings, Smith Street, Durban. 

Ruzey, Ciraupe Arravr, Clerk to A. L. Palmer (Palmer & Kent), 
48/49, National Mutual Buildings, Market and Rissik 
Streets, Johannesburg. 

Rozsson, Maurice Grorrrey, Clerk to Price, Waterhouse, 
Peat & Co., 4, Standard Bank Chambers, Johannesburg. 


(3 Candidates failed to satisfy the Examiners.) 


Intermediate. 
Alphabetical Order. 

Baxter, Norman Darrnewu, Clerk to C. 8S. Freake (W. G. 
Hodges & Co.), Hills Buildings, Maitland Street, 
Bloemfontein. 

Bonetia, Auan James, Clerk to T. M. Wadley (Wadley & 
Wood), 21/23, Club Arcade, Durban. 

Bryce, Auserr Joun, Clerk to C. Hewitt, 38/39, Permanent 
Buildings, Harrison Street, Johannesburg. 

Gopparp, GzorcE Freperick, Clerk to D. Mackeurtan (George 
Mackeurtan), 306, Smith Street, Durban. 

Gouppy, ArtHur Jack Terence, Clerk to H. G. L. Panchaud 
(Goldby & Panchaud), Cullinan Buildings, Simmonds 
Street, Johannesburg. 

Hoime, Raten Currrorp, Clerk to 8. L. Deane (Deane & 
Thresher), P.O. Box 200, Bloemfontein. 

Nicuorson, Wiiu1am Apour, Clerk to P. E. T. Whiteley 
C. L. Andersson & Co.), 31/39, Meischke’s Buildings, 

arrison Street, Johannesburg. 

Sveti, Artaur Henry Parkuouse, Clerk to Alex. Aiken & 
Carter, National Bank Buildings, Simmonds Street, 
Johannesburg. 

Sreyne, Martin Srepuen, Clerk to Ryall & Gurney, 71, 
Burg Street, Cape Town. 

Warrtaker, Arrnur, Clerk to W. E. Goldby (Goldby & 
Panchaud), Cullinan Buildings, Simmonds Street, 
Johannesburg. 

Witson, Cecu, Sruart Byrnesea, Clerk to A. 8. Hooper 
oa Plender, Griffiths, Annan & Co.), Norwich 

nion Buildings, St. George’s Street, Cape Town. 


(5 Candidates failed to satisfy the Examiners.) 
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Preliminary. 
Alphabetical Order. 


Houtmes, Tom Anexanper, Clerk to W. G. Hodges & Co., 
Hills Buildings, Maitland Street, Bloemfontein. 


Homreneis, Grorrrey Hamuin, Clerk to E. R. Syfret & Co., 
119, St. George’s Street, Cape Town. 


unpy, Roy Gorpon Crossiz, Clerk to J. E. P. Close & Co., 
106, Adderley Street, Cape Town. 


Mornay, Frepericx, P.O. Box 602, Bloemfontein. 


Orr, Joun Fiemine, Clerk to J. Fleming Orr, Pratt & Mockford, 
11-17, Trust Buildings, Fox Street, Johannesburg. 


Changes and NRemobals. 


Messrs. C. L. Andersson, Gibson & Co., Incorporated 
Accountants, have admitted into partnership Mr. R. B. Hogg, 
Incorporated Accountant. The practice will te continued 
under the same style and title as heretofore, at Graaff’s Trust 
Chambers, 143, Longmarket Street, Cape Town. 


Mr. G. H. Blair, Incorporated Accountant, has removed to 
Atlantic Chambers, 7, Brazennose Street, Manchester. 


Messrs. E. R. Carr & Co., Incorporated Accountants, have 
removed to Rowton Buildings, 11, Bowling Green Street, 
Leicester. 


Messrs. Edwards & Edwards, Incorporated Accountants, 
have removed to 22, High East Street, Dorchester. 


The partnership existing between Mr. F. Harrop, F.S.A.A., 
and Mr. R. Hindley, F.S.A.A., hitherto carried on at 
Manchester under the name of Frank Harrop & Co., and 
Ashton-under-Lyne under the name of Harrop & Hindley, 
will in future be carried on at both addresses under the name 
of Frank Harrop, Hindley & Co. . 


Mr. W. H. Hutchinson, Incorporated Accountant, has com- 
menced public practice at Tower Buildings, Wallgate, Wigan. 


Messrs. Jones, Robathan & Co. announce that Mr. G. F. 
Rainforth, F.C.A., is retiring from the firm. The practice 
will be continued by the remaining partners at 8, Park Place, 
Cardiff, Imperial Buildings, Cardiff Docks, and 22, High 
Street, Newport. 


Mr. J. Lloyd-Roberts, F.S.A.A., has removed to the Public 
Audit Offices, 2, Church Street, Carnarvon. 


The partnership formerly existing between Mr. H. Townsend, 
A.S.A.A., and Mr. Barrow Fish, F.S.A.A., has been dissolved 
by mutual consent. The practice will be continued by 
Mr. Townsend at the sarhe address under his own name. 


Mr. G. R. Williams, A.S.A.A., has taken into partnership 
Mr. C. W. Singer, A.C.A., and the firm will practise from new 
offices at 7, Pembroke Terrace, Cardiff, under the title of 
Geo. R. Williams & Singer. 


Mr. Sholto H. Wood, Incorporated Accountant, has removed 
his offices to Aldine House, 10-13, Bedford Street, Strand, 
London, W.C. 


Income Cax: Specific Cause. 


A Lecture delivered before the Incorporated Accountants’ 
Students’ Society of London by ‘ 


Mr. R. M. MONTGOMERY, K.C. 


The chair was occupied by Mr. G. S. Prrr, F.S.A.A., 
—— of the Society of Incorporated Accountants and 
Auditors. 


Mr. Monrecomery said: There are now three Rules in the 
Income Tax Acts which refer to specific cause, namely, 
Rule 3 of the Miscellaneous Rules under Schedule D of the 
Income Tax Act, 1918, and Rule 11 and Rule 4 (2) of the 
Rules applicable to Cases 1 and 2 of the same Schedule of 
the same Act. The phrase specific cause is also to be found in 
sect. 23 of the Income Tax Act, 1918, which merely applies the 
results of the three above mentioned Rules to the calculations 
to be made for ascertaining the total income from all sources 
for the purpose of any claim to exemption, abatement or relief. 

The words “‘ specific cause” appeared also in sect. 43 (1) 
of the Income Tax Act, 1918, but that section related to 
incomes affected by the great war, and was repealed by 
sect. 25 of the Finance Act, 1921. It did not relate to any 
income tax year later than the year ending April 5th, 1920, 
and need not be further considered. 

The statutory provisions relating to specific cause are thus 
very few, and I think may be practically considered as being 
only two—one relating to the cessaiion of a trade, profession, 
employment or vocation during the year of assessment, the 
other to a change of partnership or to a succession in (a 
person succeeding to) a trade or profession within the year of 
assessment or within the period of years upon the average of 
which the statutory income for the year of assessment is based. 

I will take these two divisions separately, and then I will 
discuss the meaning of the phrase ‘‘ specific cause.” 


CxrssaTIon or A TRADE. 
Income Tax Act, 1918, Schedule D, Miscellaneous Rules, 
Rule 3 reads as follows :— 

‘*3.—(1) If a person charged under this Schedule, 
whether the computation has been made on the profits of 
one year or on an average of years, ceases to carry on the 
trade, profession, employment or vocation in respect of 
which the assessment was made, or dies or becomes 
bankrupt before the end of the year of assessment, or 
from any other specific cause is deprived of or loses the 
profits or gains so computed, he or his executors or 
administrators may, within three months after the 
end of the year of assessment, apply to the General 
Commissioners of the division for the amendment of 
the assessment.” 


But the scope of this Rule has been seriously curtailed by 
the enactment of sect. 26 of the Finance Act, 1921, which 
provides as follows :— 

** 26.—(1) Paragraph (1) of Rule 3 of the Miscellaneous 
Rules applicable to Schedule D shall not apply in any 
case where the person charged to tax has continued to 
carry on throughout the year of assessment the trade, 
profession, employment or vocation in respect of which 
the assessment was made.”’ 


The result appears to be to wipe out for practical purposes 
the whole of Rule 3 (1), except in so far as the part concerned 
with ceasing to carry on the trade, &c., before the end of the 
year of assessment. 

You will see instantly why I say this. Under Rule 3 (1) 
four different events were contemplated : (1) ceasing to carry 
on the trade, &c., (2) death, (3) bankruptcy, (4) other specific 
causes—and each event must have occurred before the end of 
the year of assessment. Now (2) death results, and always 
necessarily resulted, in the person charged ceasing to carry on 
the trade. The mention of death was probably due either to 
carelessness or in order to make it unarguably clear that the 
Rule applied in cases in which the executors or administrators 
of the person charged continued to cariy on the business— 
a provision put in from excess of caution. 
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(3) A bankrupt either continues to carry on the trade or 
vocation or ceases to carry on the trade or vocation. In view 
of sect. 26 of the Finance Act, 1921, if the bankrupt continues 
to carry on the trade or vocation to the end of the year, 
Rule 3 does not apply. If he ceases to carry on the trade 
or vocation the case comes under the words ‘ceases to 
carry on.” 

Similarly (4) ‘‘ other specific cause.” If from any cause 
the person charged ceases to carry on, he comes within the 
words ‘‘ceases to carry on.” If, on the other hand, he 
carries on to the end of the year of assessment, no matter 


how ‘‘specific” may be the cause by reason of which he is 
deprived of or loses his profits or gains, Rule 3 no longer 
applies. 


Therefore, so far as I can see, Rule 3 (1) might now just as 
well read: ‘‘If a person charged under this schedule, whether 
the computation has been made on the profits of one year or 
on an average of years, ceases to carry on the trade, 
profession, employment or vocation in respect of which the 
assessment was made, he or his executors or administrators 
may, within three months after the end of the year of 
assessment, apply to the General Commissioners of the 
division for the amendment of the assessment.” 

You will have noticed that the words ‘‘is deprived of or 
loses the profits or gains so computed ” qualify only the words 
‘*from other specific cause,’’ but the person charged or his 
executors or administrators may no doubt be trusted not to 
apply for an amendment of the assessment unless the profits 
or gains have been reduced. That is one of the cases in 
which Lord Birkenhead’s maxim of self interest may safely 
be trusted, however demeaning and squalid may be his 
application of it to personal and national life and conduct 
in general. 

The net result of this discussion so far as ‘‘ specific cause ’’ 
is concerned is that in my view the words ‘‘ specific cause”’ 
have no longer any vitality or value in Rule 3 (1) of the 
Miscellaneous Rules, except perhaps in a case in which the 
‘specific cause’’ arises after the end of the year of 
assessment but in time to allow application to be made 
within three months of that date. 


Successor to TraveE. 

I pass on to the second division of provisions relating to 
‘*specific cause,” the cases in which there has been a 
succession. The logical introduction to this set of provisions 
is contained in sub-sect. 3 of the Rule with which we have 
just been dealing (Miscellaneous Rules, Rule 3), which 
reads thus :— 

(3) A person who has succeeded to the trade, 
profession or vocation of a person charged shall, subject 
to the provisions of Rule 9 of the Rules applicable to 
Cases 1 and 2, be liable to pay the full tax charged 
without any new assessment, and no relief ander this 
Rule shall be granted in any such case unless the 
person so succeeding proves to the satisfaction of the 
Commissioners that the profits or gains have fallen 
short, from some specific cause since, or by reason of, 
the succession.” 


The Rule 9 here referred to relates to cases in which the 
person charged ceases within the year of assessment to carry 
on the trade, profession or vocation and is succeeded by 
another person. In such cases provision is made for 
adjusting the charge between the person who has ceased to 
carry on the trade, &c., and his successor in the trade, &c. 

We then come to the important Rule, Income Tax Act, 1918, 
Schedule D, Rules applicable to Cases 1 and 2, Rule 11 :-— 

‘*(11) If within the year of assessment or the period of 
average upon which the assessment is to be based a 
change occurs in a partnership or persons engaged in any 
trade or profession, by reason of death, or of dissolution 
of the partnership as to all or any of the partners or by 
the admission of a new partner, or if any person succeeds 
to a trade or profession, the tax payable in respect of the 
partnership, or any of the partners, or of the person so 
succeeding, shall be computed according to the profits or 
gains of the trade or profession during the respective 
periods prescribed by this Act, notwithstanding the 
change or succession, unless the partners or the person 

succeeding to the trade or profession prove to the 


satisfaction of the Commissioners that the profits or gains 
have fallen or will fail short from some specific cause, to 
be allegéd to them, since such change or succession took 
place, or by reason thereof—that is by reason of the 
change or succession.” 


This rule you see applies in case of two events only, 
one (1) is a change in a partnership, and the other (2) is the 
succeeding of some person to a trade or profession, and in 
either case proof has to be given that the profits and gains 
have fallen or will fall short (of the amount of the assessment) 
either by reason of the change or succession or ‘from some 
specific cause since such change or succession took place.” 

As we are to-night concerned only with “specific cause,” 
we have to consider only the latter ground for relief. 

The words ‘‘from some specific cause since such change 
or succession took place” may, 1 suppose, have one of two 
meanings: either (1) cause operating after the change took 
place, or (2) cause arising after the change took place. 
There is no reported decision upon the point, but I incline 
to the view that if the cause operates after (even though it 
also operated before or arose before the change or succession) 
this would be sufficient to bring the case within the Rule. 


MeanrneG or Specrric Cause. 

But what do the words “ specific cause” mean? I think it 
is plain from the statutory provisions we have been considering 
that ‘‘ death” is a specific cause, and that ‘ bankruptcy” is a 
specific cause; also that the winding up of a company is 
a specific cause. A change in taxation might be a specific 
cause. This seems to be reasonably clear from the provision 
in Rule 4 (2) of the Rules applicable to Cases 1 and 2 of 
Schedule D that— 

‘The payment of excess profits duty shall not be deemed 
to be a specific cause for the purpose of Rule 3 of the 
Miscellaneous Rules applicable to this Schedule,” 

and in one case the Commissioners of Income Tax for the 
City of London decided that a reduction of profits of a 
brewery company owing to an increase of license duties 
was a “specific cause” (Furtado v. City of London Brewery 
Company (1914) (1 K.B., 152) )- 


APPLICATION NOT AN APPEAL. 


An attempt was made by the Income Tax Authorities to get 
a decision of the Courts upon this point, but the Courts 
decided that an application for adjustment and repayment 
under Rule 3 of the Miscellaneous Rules applicable to 
Schedule D because of a specific loss is not an appeal, and 
the decision of the General Commissioners is final. The 
application not being an “ appeal,’’a special case for the opinion 
of the High Court cannot be stated (Furtado v. City of London 
Brewery Company (C.A.; (1914) 1 K.B., 709)). Thus no 
decision was given on the question of ‘ specific cause.” 

Incidentally I may remark that from an applicant’s point 
of view this decision is very important as preventing risk of 
costly litigation. 

DecrpED CasEs. 

Only one decision of an English Court has been reported 
on the meaning of ‘specific cause,” and therefore I propose 
to read the parts of the judgments in that case which deal 
with the point. The name of the case is Ryhope Coal 
Company v. Foyer (7 Q.B.D.). In his judgment Grove (J.), 
at pages 496, 497, said: “It was contended on behalf of 
the appellants that the business did fall off, and fell off 
so that the profits became less than half the amount of the 
previous profits, from a specific cause, and the specific cause 
alleged was the extraordinary depression in the iron and 
coal trade, whereby the appellants were unable either to sell 
so large a quantity of their coal or at anything like so good a 
price as they had formerly been able todo. I expressed during 
the argument very considerable doubt whether the phrase 
‘specific cause’ could apply to the ordinary fluctuations of 
trade. I certainly do not adopt the arguments of the 
appellants here, and say that ‘specific cause’ means specified 
cause. I do not think that is the proper meaning of the 
word ‘specific,’ either in grammar or within this Act. 
A specific thing and a specified thing are to my mind totally 
different; I think ‘ specific cause’ must be something capable 
of expression, but also something exceptional—it must not be 
the ordinary fluctuation incident to every business. The Scotch 
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Court in the case which I have mentioned (I.R. v. Farie 
(1878) (16 Sc.L.R., 189)) held that the depression of trade 
was a specific cause. I do not differ from them—in one sense 
I agree with them—except that I should put it thus, that 
depression of trade may be a specific cause, but ‘is not 
necessarily a specific cause. The specific cause must, I 
think, be something unusually exc ptional and extraordinary. 
But here there seems to have been an exceptional time, to use 
the words of the Commissioners, ‘ An extraordinary depression 
in the iron and coal trades.’ I think ‘an extraordinary 
depression in tie iron and coal trades’ which reduces the profits 
of a concern to less than half its former profits is properly called 
The Commissioners say ‘ The profits and 
gains of the appellants’ business have fallen. short since 
December 21st, 1875, from the following specific cause, namely, 
the extraordinary depression in the iron and coal trades,’ and 
then they go on to state what I have already read. I think, 
therefore, the appellants come within the exception, and are 


entitled to the benefit of it.” 


The other judgment was delivered by Lindley (J.), who 
said, at page 501: ‘* Now the Commissioners have found that 
the appellants were within that proviso, that is to say the 
Commissioners have found as a fact that the profits and 
gains of the appellants’ business have fallen short since 
December 21st, 1875, from the following specific cause, 
namely, ‘the extraordinary depression in the iron and coal 
trades,’ and soon. Therefore the only question that remains 
is this, Is it specific? If it can be, the Commissioners find 
that it is. I am not prepared to say it is not. A thing is 
specific as contrasted with something else, and whether 
it is contrasted with trade in general or trade in a locality, 
or whether it means something confined’to a particular mine, 
is all more or less doubtful, and as the Commissioners find 
that the profits have fallen off by a cause which is specific, 
or may be specific, depending upon the sense in which the 
word was used, I am not prepared to say the cause is not 
specific.” 

ConcivsIon. 

Applying the principle of these judgments I should say 
that a large fire causing loss of stock or loss of trade is a 
specific cause, but that a small fire might not be. A strike 
causing a heavy reduction in profits might be a specific cause, 
but a strike which caused little loss might not be. A change 
from Free Trade to Protection or from Protection to Free Trade 
would be a specific cause. Destruction of premises or plant by 
an explosion or flood would be a specific cause. A domestic 
scandal might be a specific cause; so might the conviction of 
a trader or one of his managers or important clerks, or a 
burglary, or the misconduct of an employee. But in all cases 
it is to be remembered that the specific cause must operate 
after the change or succession. I do not think I can carry the 
matter further, I am sure you have had enough of this lecture. 


Discussion. 


Mr. W. Srracnan, Incorporated Accountant: I was hoping 
that some of the members from the body of the room would 
open this discussion, but the Chairman has called upon me to 
do so. There is not much that I wish to say, because I think 
Mr. Montgomery has covered the ground very well. There 
are just one or two things that occur tome. In connection 
with the question of appeal I understood Mr. Montgomery 
to say that if was advisable to appeal to the General 
Commissioners rather than to the Special Commissioners, 
because if they found a certain thing to be a fact that was 
not interfered with by the Court afterwards. Is there a 
distinction between the Special Commissioners and the General 
Commissioners in that respect? The Ryhope Colliery case, 
to which the Lecturer referred, is the standard case on this 
subject, and it is one that gives a good deal of guidance, but 
there is a large field still left open to very grave doubt as 
to what constitutes a ‘‘ specific cause.’’ Tor instance, take 
the case of a successor to a business. Someone buys a 
business, and, as has frequently happened in recent years, the 
business may have been carried on very profitably up to the 
middle of 1920, but at the end of that year there was a 
big slump in trade. The succession takes place about that 
time, and the new owner, instead of making a profit, probably 
makes a loss—or at least makes no profit. In the ordinary 
way he would be assessable on the three years average of his 
predecessor, when large profits were being made. Is it 


sufficient for him now to say that he has made no profit at 
all owing to a ‘“‘specific cause,” viz, that there was a 
depression in trade at the end of 1920 and afterwards, and 
therefore he should be assessed on the actual result of his 
year’s trading instead of on the three years average? There 
is also a little trouble sometimes in deciding precisely which 
Rule of the Income Tax Act, 1918, it is advisable to p 
under. That, I think, oxr Lecturer has made fairly clear, but 
I think, on the whole, in putting forward an appeal or claim, 
as the case may be, it is better to do so under “ the specific 
cause’’ rules which is sufficiently wide to cover the whole 
ground. There is one other matter and that is the question 
referred to by the Lecturer of a loss by fire. Would there be 
a ‘* specific cause’ if the fire were covered by insurance? I 
can quite see that if it interfered with the working of the 
business afterwards that might be a ‘‘ specific cause,’’ but if 
it did not do so seriously then the fire loss would be recovered 
from the insurance company and there would be nothing on 
which to base a ‘ specific cause.” 


Mr. J. D. Brown: Mr. Montgomery suggested that Rule 3 (1) 
would cover all that was required if it simply stipulated that a 
person should cease to carry on the trade, profession or 
vocation during the year of assessment, but it occurred to me 
that in practice you are allowed—lI believe it is under that 
Rule—the application of the ‘specific cause” Rules with 
regard to Case 3 interest. If the said Rule only gave relief 
where a person ceased to carry on a trade, profession or 
vocation, the Rules would hardly include in their scope 
Case 3 interest as at present. I suggest that the words 
in Rule 3 *‘ or from any other specific cause is deprived of the 
profits or gains’’ include Case 3 interest. 


Mr. H. A. L. Hart: I believe it is an accepted fact that 
when a private firm sells its business to a limited company 
the payment of directors’ fees is taken as a ‘‘ specific cause.” 
I should like to ask in the case of a company which has been 
in existence and is reconstructed, and the directors’ fees are 
increased, say, doubled, whether that would constitute a 
‘* specific cause ’’? : 

Mr. G. Rosy Pripte, Incorporated Accountant: With regard 
to a close cut definition of the term ‘‘specific cause,” my 
experience is that the interpretation is exceedingly wide. 
I have had various cases in my office—cases of strikes, local 
unemployment and short time workings, defalcations and 
cases of fire. There was one case in particular in which I 
was successful in establishing a claim, and that was of a 
provincial trader who succeeded to a business. His 
predecessor had been in business for a good many years but 
apparently had never rendered any accounts, and the 
authorities had assessed him to the best of their ability. 
When our client acquired the business we were called in, and 
started the trader on proper accounts. At the end of the 
year, when we found that his profits did not come up to 
the arbitrary average as assessed by the authorities, we 
claimed ‘‘ specific cause ’’ on the ground that the Income Tax 
Authorities had had no specific data on which to assess his 
predecessor and that our client had not been in fact assessed 
on an ascertained average of three years. There was a fair 
amount of correspondence, but eventually the authorities took 
our view and they allowed the ‘‘ specific cause.” 


Mr. W. G. Srracnan, Incorporated Accountant: With 
regard to the question of the measure of relief to be granted, 
the Inland Revenue have recently taken up the attitude, 
in dealing with these claims, that the relief shall be limited 
to the effect of the ‘‘specific cause”; so that in the case 
of the payment of directors’ fees, when a partnership was 
converted into a company, they limited it to the amount of 
the directors’ fees. Would the Lecturer give us his opinion - 
as to when and under what circumstances this rule has to be 
applied? In some cases it would be extremely difficult to 
apply it at all—as, for instance, where a claim is put forward 
on the ground that personal influence in a business has 
disappeared. 

Mr. T. F. Grunpy, Incorporated Accountant: With regard 
to a change of ownership—one partner retiring who controlled 
the finances and not being replaced, the continuing partner 
taking over the control of the finances. In consequence the 
remaining partner has been unable to devote the same time to 
the selling and buying. Would that be a ‘‘ specific cause”’ 
within the meaning of the Act ? 
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Mr. A. H. Hueues, Incorporated Accountant: Mr. Strachan 
commenced his remarks with rather a leading point: the 
question of applications to the Special Commissioners as 
against the General Commissioners. I had that noted 
myself, and I was very much interested, having regard to an 
experience I had last year. Having settled accounts with an 
inspector very satisfactorily, he wrote subsequently saying 
that the Commissioners would not pass them—in fact, that 
they had turned them down. I therefore went to the Special 
Commissioners and had the somewhat exceptional experience 
of having the inspector strongly supporting my case. There 
is just one little point in connection with excess profits duty. 
In the case of a business which has obtained a large 
repayment of excess profits duty—say, two years ago—the 
business carries on in the ordinary way for another year, and 
then a change takes place. It may be that the bringing into 
average of that big repayment will make the average high and 
unfair to the succeeding trader. How would that be dealt 
with? Would the succeeding trader have the right to have it 
adjusted ? And if he were successful, how would the Revenue 
Authorities deal with the outgoing trader, if they could deal 
with him at all? 


Mr. Monreomery: I did not quite get the facts. You say 
one partner goes out? 


Mr. Hueues: A trader has, say, two years ago obtained a 
very big repayment of excess profits duty, which in practice is 
brought into the profits of that year for average. Well, be 
carries on for another year and then he disposes of the 
business, and the succeeding trader is saddled with a very 
heavy average, quite out of proportion to the real profits of the 
business when he took it over. Has he the right in that case 
to claim relief, and if he is successful have the Revenue 
Authorities a claim against the outgoing trader ? 


Mr. Brince: A private firm is converted into a company 
and a claim is made under Rule 11 (Specific Cause). The 
Income Tax Authorities, on the accounts being split, wanted 
us to give an undertaking that in all claims based gn the 
actual year’s profits the accounts should be split. In thé end 
we compromised by agreeing that in the case of ail claims 
made under Rule 11 the accounts should be split, but we would 
not go so far as to agree that in all claims based on the actual 
profits of the year the accounts should be split. 


A Srupent: The Lecturer said in the course of his remarks 
that a change from Protection to Free Trade, or vice versé, 
would be a “specific cause.” I should like to ask whether 
that was merely an expression of his own opinion, or 
whether he has any case upon which to base that statement? 
I certainly should not like to put my opinion against his, but I 
should have thought, if he had not made that remark, that 
such a change would not have been a ‘specific cause,” but 
that it would have of the same nature as a general depression 
in trade, which I believe is not a “‘ specific cause.” 


Mr. G. C. McEwen: Mr. Montgomery said that Paragraph 1 
of Rule 3 of the Miscellaneous Rules of Schedule D should 
now be read as applying only to cases where the trade, 
employment, profession or vocation concerned has ceased. 
Am I correct in surmising that under those circumstances 
this particular ‘‘specific cause” claim now really sinks to 
the level of Rule 8 of Cases 1 and 2 (sub-sect. (2)), which 
deals only with cessation of business? There is another 
point in connection with ‘‘ specific cause”—the claiming of 
income tax on directors’ fees in connection with the conversion 
of a business into a limited company. A case that recently 
came before my notice was one in which the inspector of taxes 
withheld payment of the money due under the claim, and 
gave as his reason for ‘so doing the fact that the directors 
themselves were in arrears with the payment of income tax 
on their own Schedule E assessment on directors’ fees. 
Do you think his attitude was justified ? 


Mr. Monrcomery: I will try to reply to the questions. 
The first point was raised by Mr. Strachan. He put it that 
I said that in an appeal from the General Commissioners 
there was no possibility of going up to the High Court on a 
special case. But I was not dealing with any distinction between 
the General Commissioners and the Special Commissioners. 
That is not the point. The point is this, that an application 


for adjustment in these cases has been held not to be—and 


obviously rightly held not to be—an appeal at all. It is not 
an appeal from anything ; it-is merely an application made to 
specitied persons—and it would not matter whether they were 
the General Commissioners or the Special Commissioners—to 
set right, under the particular circumstances, an assessment 
that had been made. But that application is not an appeal 
in the technical sense. It is only upon ‘‘an appeal’’ that 
there is a right, either in the Crown or the subject, to have a 
case stated for the opinion of the High Court, and it is on 
a case stated that these cases arise. The point that you 
cannot take it to a higher Court depends on the fact that it is 
an application—which is not an appeal in the technical sense 
of the Income Tax Act. I was not referring to any distinction 
whatever between the General Commissioners and the Special 
Commissioners. I know everybody calls these things appeals, 
nine times out of ten, and I always get my instructions in 
that form. ‘There was an appeal against this under the 
Specific Cause Rules.” It is not an appeal. I am very 
much obliged to Mr. Strachan for raising that point, because 
obviously I had not succeeded in making my meaning clear. 
The next question was as to a business profitably carried on 
during the war and then the new owner makes no profit. 
I do not see why the cessation of the war might not be a 
“specific cause,” but I think you would have to carry your 
loss a little further than going down to what you may 
call the ordinary profits of the business in times of 
peace. If it was merely the cessation of the special war 
profits, I think probably that might not be considered a 
“specific cause,” but if you can show that the cessation of 
the war had caused a drop heavily below the normal profits in 
peace time, then I see no reason why it should not be regarded 
as a “specific cause,” though I feel sure the Commissioners 
would attempt to fight the point, or at any rate would make a 
great fuss about it. As to a general depression in trade, 
which another speaker suggested was not sufficient, I do not 
think that is true. A general depression of trade, in the 
sense that it covers a great many trades in the country, may 
be a ‘specific cause,” provided it is of such an unusual 
character that it cannot be considered as belonging to the 
ordinary ups and downs of trade. Then I was asked whether 
it was better to put forward a claim under one Rule or 
generally under the ‘‘ Specific Cause” Rules. I do not see at 
all why you should not put a claim forward under the 
** Specific Cause” Rules, but when you come down to 
business I think you will more or less have to decide which 
you mean, because the facts in a great many cases cannot be 
applied er both rules. The facts will decide for you under 
which rule -you.must go. I was then asked whether a fire 
loss, in a case where the loss was covered by insurance, would 
be a ‘‘specific cause.’ It was suggested that it would not, 
but I think that is a misapprehension. The fire, if it is 
abnormal, is undoubtedly a ‘ specific cause,” and the question 
as to whether the loss is or is not covered by insurance does 
not in the least affect the question of the fire being a 
‘* specific cause.” But, of course, if your loss is covered by 
insurance it may well be that you might have great difliculty 
.in establishing that you had sustained a loss of profits or 
gains. If, in spite of the covering of the fire loss by 
insurance, you can show that you have sustained a loss 
by reason of the fire, then I think you could claim. In the 
other case I do not think you could. In the one case you can 
show that from the ‘‘ specific cause” a loss arises; in the 
other case you cannot show that from the ‘ specific cause”’ a 
loss arises. Mr. Brown raised an interesting point as to 
whether Rule 3 would suffice now. You must remember that 
it is only since the Finance Act of 1921 that we have been 
confined to the ‘‘cessation of business.’’ Mr. Brown suggested 
that Case 3 interest might be a case which was not covered 
by that. I should like to look at the point before giving a 
definite answer, but I do not at present see how interest comes 
in. You would not get any question relating to interest under 
the words ‘ profits or gains,’’ and I suspect at present—unless 
there is some section I am not thinking of—I suspect that 
interest has nothing to do with this question at all. But I am 
not giving a definite opinion on that without looking it up, 
because often one gets trapped in that way. The next point 
was a curious one, namely, whether when a company has 
been reconstructed, or a new company formed to take over the 
business of an old company, if the directors’ fees of the new 
company were doubled, 1 was asked was that a ‘specific 


cause.” I confess—I suppose there are no Income Tax 
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Commissioners in the room—I should have thought it was 
not. (Laughter.) But it is a point that can be argued, and I 
shall be very happy to argue it—especially at a double fee. 
ve ar.) Ishould not, however, be altogether surprised if 

lost it. At the same time there are many cases that are 
very doubtful, in which you may succeed in practice. It does 
not always pay the Revenue to insist on its rights. It very 
often insists far beyond its rights, but sometimes it does not 
find it convenient to force its view of the law to the fullest 
extent. Then one speaker referred to—and I am much 
obliged to him for doing so—another case of a ‘‘ specific 
cause” that I certainly had not thought of—where’a trader 
succeeded to a business and it was found that his predecessor 
had been much too highly assessed. I think, if the reason for 
his too high assessment was that no proper data were given to 
the Income Tax Authorities, that would be a “specific 
cause.”’ I am not quite clear whether he raised that point or 
not. If there had been merely too high an assessment on 
proper data, and no appeal against it by the predecessor, I am 
not quite clear whether that would be a ‘* specific cause ” or 
not, but I think the case even then might be arguable. 


Mr. G. Rosy Priore, Incorporated Accountant: My case was 
that my client’s predecessor kept no accounts at all, and 
consequently the Inland Revenue Authorities had no data 
upon which to raise an “‘ average ’’ assessment. 


Mr. Montcomery: I think in those circumstances there can 
be no question that the point raised would emerge. I was 
assuming a case in which the same result had followed—that 
the predecessor in the business had been assessed beyond the 
true average of his profits and gains. I think it still might be 
arguable that the successor in the business was losing from a 
‘* specific cause,’’ namely, that the assessment was too high 
and had not been appealed against. Then I was asked what 
the measure of relief was. I confess that I should have 
thought the words made it abundantly clear that the relief was 
limited to a loss which was the result of the ‘* specific cause.”’ 
I really should not have thought it was arguable on the words 
of the statute—in fact you get the whole assessment, so to 
speak, reopened, apart from the “‘ specific cause ” itself. 


Mr. W. Srracwan, Incorporated Accountant: It used to be 
the practice, I think, to substitute the actual profits in the 
year of assessment, but recently the tendency has been, 
instead of that, to give only the actual relief you are 
entitled to by reason of the ‘specific cause.’’ They are 
turning round and asking how much was the loss? I 
believe those present who have had experience will confirm 
me in that. 


Mr. Montcomery: I quite follow the point, and I should 
think the theory now put forward is the correct one. But 
you have to remember two things. If you are dealing with 
cessation of business you will come under the Rule of somebody 
giving up his business, and you need not trouble about 
‘specific causes’’ because you can get the assessment fixed 
on the actual profits of the year. In the other case, I should 
have thought that prima facie it was evidence of the loss by 
the ‘‘ specific cause” that there was so much decrease in the 
profits. But obviously it is not conclusive, and if you could 
show that the ‘specific cause’’ occasioned some loss, no 
doubt when the Commissioners were less meticulous than 
they are to-day they would generally say ‘“‘show us a 
‘ specific cause’ and we will assume that the whole of the 
difference in your profits arises from that.’’ But that never 
could have been a correct theory. The theory must be, I 
think, that you are entitled to relief in respect of the amount 
of the loss resulting from the ‘‘ specific cause.””’ Then with 
regard to the personal influence of a partner or trader 
disappearing ; that, of course, isa ‘‘ specific cause,’’ but that 
the loss was attributable to that cause might be difficult to 
show. I was asked to assume that one partner had retired 
who had been responsible for the finances and he had not 
been replaced, and the remaining partner had continued and 
had taken over the finances and consequently could not give 
the same attention to buying and selling. I was asked whether 
that was a ‘‘ specific cause.” I should think that was. From 
the change itself a loss has happened. The “specific cause” 
is the loss of a partner in the business who has not been 
replaced. Another speaker referred to a trader who received 
back payment of some large amount of excess profits duty in 


one year, which amount was brought into his profits in that 
year, and then he sold his business. I was asked whether 
his successor would be entitled to say that that was a 
‘* specific cause” which occasioned loss. I should say it was 
not. To my mind it does not cause him any loss. It is 
quite true he has to pay more than he otherwise would, but 
I should think that that was not a ‘‘ specific cnuse,” and if 
the Inland Revenue allowed it they could not recover anythin 
from the man who had been previously trading. With reg 

to Protection or Free Trade—that, of course, was an opinion 
of my own, but I think it completely coincides with the actual 
decision of the Commissioners in the City Brewery case 
where a change in licence duties was taken as a ‘‘ specific 
cause.’’ The section relating to excess profits duty leads to the 
same conclusion, but there has been no decision on the point. 


On the motion of Mr. Huaues, seconded by Mr. Bringer, a 
hearty vote of thanks to the Lecturer was unanimously 
accorded, and a similar compliment was paid to Mr. Pitt 
for presiding. 


The Cuaremay, in reply, said: It is an abiding source of 
regret to me that I am not able to attend these meetings 
more frequently, for I am one of your senior students. I 
used to attend regularly these Students’ Society meetings 
30 years ago. I regret I am not able to be amongst you more 
frequently, but I trust you will excuse me and believe that 
there are ‘‘ specific causes ” why I am not. 


The proceedings then terminated. 


SOME PROBLEMS OF LOCAL GOVERN- 
MENT AND RATING. 


A meeting of the Tyneside and District Students’ Section 
of the Institute of Municipal Treasurers and Accountants was 
held in the Town Hall, Tynemouth, on Saturday afternoon, 
February 23rd, when there was a good attendance of 
members. Mr. T. Kershaw (Borough Treasurer, Tynemouth) 
presided, supported by Mr. J. Patrick (Borough Treasurer, 
Sunderland) and Mr. H. J. Thompson, A.S.A.A. (Deputy City 
Treasurer, Newcastle-upon-Tyne). 

The lecturer was Mr. Edmund Lund, F.S.A.A., F.I.M.T.A., 
City Treasurer of Carlisle, who delivered a highly interesting 
address on ‘‘Some Problems of Local Government and 
Rating,’’ in the course of which he made a wide survey of the 
work of local government and dealt with many of the problems 
confronting financial officers at present. Mr. Lund traced the 
growth of local government from its earliest stages to its 
present high state of development, and proceeded to discuss 
questions connected with Government grants, trading 
undertakings, income tax. In dealing with the subject of 
loans, attention was drawn to the various methods of raising 
loans and the necessity of carefully considering the causes 
which affect the money market. Students were advised to 
peruse the Montague report if they have not already done so. 
The Lecturer then dealt with the subject of accounts and 
audit, and paid tribute to the pioneer work of the Institute in 
regard to the preparation of comparative statistics. 

A useful discussion ensued, the questions put to Mr. Lund 
demonstrating the interest with which his paper was followed, 
and a very hearty vote of thanks was accorded to him for his 
valuable lecture. : 

The members were subsequently entertained at tea by 
Mr. Councillor Hill, B.A., Chairman of the Finance ~ 
Committee, Tynemouth. 


Personal. 


Messrs. Everett, Morgan & Grundy, Chartered Accountants, 
90, Cannon Street, London, E.C., announce that they have 
been appointed the London agents of Messrs. Griffith & Ghersi, 
of Kitale and Eldoret, Kenya Colony, and that the latter firm 
will likewise act as their agents in Kenya. 
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Che Importance of Detail in the 
Presentation of Crust Accounts. 


A Lecrure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. GEORGE DROWLEY, 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. Wiaiam Srracuan, 
Incorporated Accountant. 


Mr. Drow.ey said: Accounts are generally presented in a 
more or less summarised form, and if the object be merely 
to show results this method has many advantages, the 
obvious one being that the results are clearly seen without 
the reader having to wade through a mass of (from his point 
of view, perhaps) unnecessary detail. Business men are, 
however, beginning to realise that commercial accounts can 
give additional and useful information if wisely elaborated, 


and probably this fact is responsible for those additional. 


subjects of economics, cost accounts and statistics being 
introduced into cur examinations, for which all students are, 
no doubt, properly grateful. 

The class of accounts we are considering this evening, 
however, are not prepared primarily with the object of showing 
results, although they will no doubt do this, but for the 
purpose of rendering an account of a stewardship. In my 
view it is very necessary that this fact be thoroughly 
appreciated by the accountant. It will help him to appreciate 
the point of view of the lawyer with whom he is frequently 
associated in connection with the preparation of trust accounts. 

The accounts of persons acting in a fiduciary capacity should 
show, therefore, such detail as will give them and those for 
whom they are trustees a detailed story of the transactions 
during the period to which they relate. In a certificate (to 
be signed by the beneficiaries) attached to some trust accounts 
it was once my lot to prepare, the following words occurred: 
‘** And we do hereby certify our approbation of the acts of the 
Trustees in or about the execution of the Trusts hereof, all 
which are set forth or referred to in the foregoing accounts.”’ 
I think accounts which can be approved by a certificate 
containing these words must be of considerable value both 
to trustees and beneficiaries, and, in case of necessity, the 
Courts. It must always be borne in mind there is a 
possibility that accounts of this nature may have to be 
considered by a legal tribunal. 

It is important that this detailed story be not given in such 
a way as to obscure and not illuminate. A Chancery or a 
Lunacy account recording with a wealth of detail both 
receipts and payments are in very truth detailed accounts, 
but they afford very little information as to the capital of 
an estate (except by inference) beyond the amount of the 
cash in hand. 

Executorship or trust accounts, then, should be so framed 
as to afford the following information :— 

(1) The property and charges thereon at the date of 
death (or other inception of the trust), or at the 
commencement of the period under review. 

(2) The receipts and payments on capital account 
during the period. 

(3) The profit or loss occasioned by the realisation of 
any asset. 

(4) The property and charges thereon at the end of the 
period under review—TI shall discuss later how far it is 
desirable to include ordinary liabilities. I am _ here 
particularly referring to mortgages or charges. 

5) The income received. 

6) The payments on account of income. 

(7) The balance of income due to any beneficiary. 

Before I pass to the consideration of the form in which 
these accounts should be presented there is the question as 
to the basis, and it is here that the accountant and the lawyer 
are sometimes at variance. 

We accountants have perhaps, speaking generally, not a 
very high opinion of the average lawyer’s knowledge of 
commercial accounts. A legal friend of mine tells the story 
of a case he was in charge of before the Court of Chancery, 
when the question arose during the hearing as to whether 


an account was in ‘‘debit” or “credit.” My friend was 
asked by his counsel which it was, and his answer was: 
‘Which will suit us best—it can be proved both ways.’ 
Counsel accordingly suggested to the Court that the account 
was in credit, which was accepted without demur. However 
this may be with regard to commercial accounts and technical 
accountancy terms, when accounts such as we are dealing 
with this evening are in question the lawyer has very definite 
views as to the form which the accounts should take, and 
as to the basis on which they shall be prepared. It must be 
conceded that the legal profession dealt with trust accounts 
for centuries before accountants were thought of. You will 
find in most instances that they do not at all appreciate the 
necessity of the inclusion of current debtors and creditors, 
and will much prefer that the accounts shall be prepared on 
a cash basis. And it must be confessed that in this form 
they are much better understood by all concerned and more 
useful in case of future litigation. Unfortunately this method 
is not absolutely possible in every case. Where it is it should 
certainly be adopted, and where not the variation should 
be as small as possible. In cases where all the income is 
derived from investments taxed at source it is possible. 
Where the income is derived largely from rents on which the 
trustees are liable to Schedule A income tax, it can be done 
by arranging the date of the accounts as near after April 5th 
as the Lady day rents are collected, paying both instalments 
of Schedule A income tax and the other outgoings to Lady day 
(all of which transactions should be through a separate 
banking account) and then remitting the balance to the 
general banking account of the trustees. With regard to 
capital it seems to me quite unnecessary to bring in small 
accruing liabilities at all. The only capital liabilities the 
accounts need show are unpaid debts of the testator, and 
mortgages or charges created by him or the trustees. With 
regard to income, however, for various reasons (untaxed 
War Loan, for example) it may not be possible to carry out 
this ideal. Under these circumstances I would recommend 
that all variations from the cash basis be shown separately 
in the income appropriation account, to which I shall refer 
later. It will then be easy to ascertain the position from 
both points of view, and we shall perhaps be able to satisfy 
the requirements of our legal friends without doing violence 
to our professional consciences. 

I have found it convenient to so frame the accounts as to 
make it possible to trace therein every item in the trustee’s 
general pass book. (The necessity of keeping a separate 
banking account for estate rentals and outgoings has already 
been referred to.) 

They should be so prepared that the balance-sheets, capital 
or realisation account and income account are brief summaries, 
all details appearing on schedules attached thereto. This 
method has the advantage of showing results at a glance and 
at the same time providing a reference to a schedule where 
the details of each item may be found. 

The statement of accounts as presented should contain the 
following :— 

(1) Balance-sheet as to capital. 

(2) Balance-sheet as to income. 

3) Realisation or estate capital account. 

4) Capital cash account. 

5) Income account. 

(6) Income appropriation account. 

(7) Personal accounts of beneficiaries. 

(8) Schedules of the items in the realisation account 
or capital account. 

(9) Schedule of estate rentals and outgoings. 

(10) Schedules of investments on the concluding date 
and the income received during the period. 


Specimen sheets of some of these accounts are before you. 
May I say the figures are only for the purpose of illustration 
and that they have no other significance. 


INVESTMENTS AND INCOME. 
The last mentioned schedule will contain the following 
columns :— 
(1) Ledger folio. 
(2) Description of investment. 
3) Nominal value. 
ti Present estimated value (if required). 
(5) Probate valuation or cost. 
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6) Rate of income. 
Date of receipt of income. 
(8) Amount of income. 

(9) Observations. 

The following is an example of how this schedule would be 
used: ‘Folio 62.. Midland Railway 24 percent. Debenture 
Stock, nominal value £5,000; present estimated value at 
52 per cent., £2,600; probate valuation or cost, £3,400. 
Income, 1} per cent., January 15th, £56 5s.; 1} per cent., 
July 15th, £56 5s.’ The two percentages can be bracketed 
together to 24 per cent. so as to show the individual and total 
yield per cent. during the period from each investment. 
The Observations column will be used for noting all sales and 
purchases of investments, together with the amount realised, 
or cost and, in the case of sales, the profit or loss over book 
value. It will no doubt be appreciated that this column can be 
used for a variety of other purposes; as for instance where no 
income has been received on any investment the fact can be 
noted and any explanation recorded. In the case of large 
holdings it sometimes happens that the trustees have a 
representative on a board of directors, and accordingly transfer 
to such person sufficient shares for his director’s qualification, 
being careful to still retain the share certificate with a 
declaration of trust and blank transfer. The fact that part of 

.the trustees’ holding is in another name should be noted and 
explained. 

With regard to the provision of a column for present 
estimated value, in large estates it is often necessary for the 
trustees (who in such cases have usually very wide powers of 
investment under the will or trust deed) to have some guide 
as to present value. For purposes of comparigon it is most 
convenient, I think, to take the Stock Exchange price at a 
quarter up from the lowest quotation. 

This schedule will, when completed, give details of the 
following :— 

(1) Investments at end of period (capital accoun 
balance-sheet). 

(2) Changes of investments and therefore, by inference, 
the investments at the beginning of the period. 

(3) Profits or losses on changes of investments. 

(4) Income received (income account). 


Estate RENTALS AND OUTGOINGS. 

With regard to the schedules of estate rentals and outgoings, 
I have already stated that this should be a summary of the 
actual receipts and payments through a separate banking 
account. In large estates it will not be practicable to record 
in detail each receipt and payment, but in such cases the 
estate rent roll should be so kept as to make it possible to 
identify the schedule we are considering with the totals of 
details included therein. Also the estate expenditure book 
should be so analysed in columns the totals of which will 
appear on the schedule. 

It frequently happens that the user of a large estate passes 
from the testator to a new life tenant, in which case the | 
trustees will only be concerned with capital improvements, or 
the reinvestment of the proceeds of sales of property. The 
case I am here contemplating, however, is where the real 
estate is administered under the direction of the trustees. 

Under Receipts we shall have the following :— 

(1) House renis. 

2) Farm rents. 

(3) Small holding rents. 

(4) Cottage rents. 

(5) Allotment rents. 

(6) Shooting rents. 

(7) Tithe and quit rents. 

(8) Timber sales. 

(9) Sundry other estate receipts. 

On the other side will appear the actual payments :— 

(1) Income tax Schedules A and B. 
(2) Land tax. 

(3) Rent audit expenses. 

(4) Salaries and wages. 

(5) Salaries and office expenses. 

(6) Repairs. 

(7) Sundry expenses. 

The balance of this account (which I am assuming will 
show a surplus) will consist of certain specified payments into 


The forms I am suggesting will, with very little alteration, 
be found very useful for the accounts of an individual of 
considerable property. In this case the estate account may 
be conveniently split up into as many schedules as are 
necessary to record the activities of the various departments 
of the estate. . ~ 
DetatLs or REALISATION. 

The schedules of certain items in the realisation or capital 
account will differ considerably according to circumstances. 
In a realisation account we may get the following :-— 

(1) Estate and legacy duties (which should show the 
rate per cent. and the corpus on which they are paid). 
Executorship expenses. 


3) Pecuniary legacies. 
(4) Specific bequests. 

The schedule of each will give a detailed list of the payments 
under the respective headings. I will just mention with 
regard to the pecuniary legacies that those bequeathed free of 
duty should be carried out in one total, and those subject to 
duty stated at the net amount paid, the duty paid in respect 
thereof being stated in one figure at the end of the list so that 
it will total up to the gross legacies as directed by the will. 

In connection with the other side of the account, schedules 
may be arranged to record the details of the following :— 

1) Corrective affidavit for Inland Revenue. 
2) Differences on realisation not included in No. 1. 
(3) Interest and dividends accrued to date of death. 


No. 1 will be of great use to the solicitor, not only in the 
preparation of the corrective affidavit itself, but in conjunction 
with No. 2 for the preparation of the account for payment of 
residuary duty. This account should always be balanced with 
the books, and the differences (which there must be) 
explainable. This is of some importance, in order that there 
may be some check on the account as prepared. I have known 
cases where considerable amounts huve been recovered on 
special accounts certified by accountants showing overpayment 
of residuary duty. Indeed, accountants should carefully 
scrutinise all duties paid as it is not the custom of the Inland 
Revenue to point out errors in their favour. The schedule 
should be so arranged as to show the following under separate 
headings :-— 

{1) Assets overstated. 

(2) Liabilities understated. 
(3) Assets understated. 

(4) Liabilities overstated. 


No. 2 will be principally profits or losses on the realisation 
of investments, the values of which have already been agreed 
by Somerset House. 

When the realisation has been completed this ~- account 
becomes the estate capital account, and normally the only 
necessary schedules will be costs, charges and expenses in 
relation to capital, and profits or losses on sale of investments. 
We have now considered all the detailed schedules with the 
exception of the capital cash account and the cash accounts of 
the beneficiaries. The remaining accounts will present in 
summarised form only the transactions of the trustees. 


Capitat CasH Account. 
The capital cash account showing in detail the receipts and 
payments on capital account will be regarded by legal trustees 
as being of considerable importance. This was fixed in my 
mind by an incident in practice that occurred some five 
or six years ago. In this case the managing trustee 
was a stockbroker and the powers of investment were 
very wide. He was extremely successful in improving 
the annual yield of the investments, and, with perbaps | 
pardonable* pride, wanted this shown in the accounts. 
Accordingly a column was introduced in the schedule of 
investments (otherwise in the same form we have considered 
this evening). He also made frequent changes in the 
investments, which were also recorded on this schedule. 
After the accounts had been thus prepared for two or three 
years, I attended by request at the office of the other trustee, 
who was a solicitor. He expressed tactfully his appreciation 
of the elaborate way in which the accounts were prepared and 
the interest he took in the satisfactory improvement in the 
annual yield, but went on to say that the one thing lacking 
was, from the point of view of a trustee, the most important, 


the general banking account of the trustees. 


and that was that there was no account which showed him 
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that the capital fund was intact—in other words, that any | 
realisations of capital had either been re-invested or formed | 
part of the cash balance. A capital cash account gives this | 
information, and in my opinion no set of trust accounts can 
be regarded as complete unless they include an account 

showing each item of receipt and payment on capital account. | 
Daring the realisation and winding up of an estate this 
account will be more voluminous. There will be many items» 
involved in the payment of debts and the like, but it gives | 
information that all connected or interested in the winding up 

of an estate should know. How far it is necessary to describe — 
the individual item must vary with circumstances, but there 
should at any rate be the minimum detail to ensure a clear | 
and accurate idea of its nature. This account then will have — 
the merit of showing that the capital fund is intact. 

The cash accounts of the beneficiaries are of simple | 
character. On the credit side will appear the balance due at 
the commencing date, the share of income for the period. 
On the debit side the payments on account of income, the. 
first one of which will probably be the payment over of | 
the balance shown on the previous year’s account, the 
balance remaining being the unpaid balance of income for 
the period. 

Income Account. 

The income account does not call for much comment, 
except that I recommend that it be prepared on a cash basis. 
I have already dealt with the details in considering the 
schedules. All that is necessary is to indicate after each 
heading the schedule where the details are to be found. As 
to the nature of the items, they will of course vary with each 
estate. In this particular instance we have the interest and 
dividends on investments and the net receipts of the estate ; 
on the other side are the expenses relating to income. It is 
not always easy to determine the dividing line between the 
expenses chargeable to capital and income, but where any 
real doubt exists it is better that the particular item be 
charged against income. If it is ever found to have been so 
charged in error it is easy to rectify, but a charge against 
capital which should have been charged to income is not so 
easily put right, for the capital fund is not then intact. 
Generally speaking, cost charges and expenses of executors in 
realising and winding up an estate are properly chargeable to 
capital, but when this has been accomplished and the 
executors become trustees the cost of management is, 
generally speaking, a charge against income. It frequently 
happens in trusts where there is only one beneficiary of a 
fund that the trustees sign an order for the interest and 
dividends to be paid direct to the beneficiary’s banking 
account. In such cases I think it is still the duty of the 
trustees to see that the dividends are paid over, and they 
should have such details supplied as will enable them to show 
what dividends have been so credited direct and the dates and 
amounts thereof. This data will be necessary also for the 
trustees to make a return of untaxed income, for which they 
as trustees are liable. Some trusts will be split up into more 
than one fund, in which case it will obviously be necessary to 
have separate income accounts, with their attendant schedules. 


In a period when duties are paid there will appear a debit — 


in the income account in respect of interest thereon which is 
an income charge. 


Income APPROPRIATION ACCOUNT. 


The balance of net income will be carried to the income 
appropriation account, to which I have already referred in 
connection with outstandings. So far as we have gone our 
net income represents actual cash in hand. In so far as it is 
not possible to divide the whole of this cash among the 
beneficiaries the necessary adjustment should be made on this 
account. The reserve for outstandings at the beginning of 
the period should be brought to credit and the similar reserve 
at the end of the period to debit. 
creditors. It is possible, of course, there may be outstandings 
due to the estate, but the case for bringing them in is not so 
strong. It is not incumbent on trustees to bring in income 
for distribution until it has been received. Indeed they run 
some risk in doing this, say, in the case of the death of a 
life-tenant to whom they have paid over income before it has 
been received and the outstanding debt proves to be 
irrecoverable. The effect of this account is to increase or 
reduce the balance of net income available for final division 


I have only referred to | 


among the beneficiaries, and it shows why this amount differs 
from the actual receipts over payments during the year. 

This will bring us to the income account balance-sheet, 
which only consists of cash at bankers on the assets side. 
This is distributable among the beneficiaries except in so far as 
it is necessary to reserve for outstandings, both of which items 
appear on the liabilities side of the account. 


REALISATION OR CapPrTaL ACCOUNT. 

The realisation account, as its name implies, is an 
account of the realisation of the estate of the deceased 
and, where there are no resultant trusts, of its distribution 
after deduction of the expenses of realisation. Where an 
estate can be completely wound up no other account is 
necessary, except perhaps an income account for income 
received during winding up. In cases, however, where 
there are continuing trusts the balance of the realisation 
account (when the winding up is completed) becomes the 
capital account of the trust. I have already referred to 
many of the headings that will appear in this account in 
discussing the necessary schedules. It should, however, be 
so constructed as to show on the credit side the gross 
value of the property of the deceased and, in so far as it has 
been realised, the quam in values brought about by such 
realisation. It can be conveniently arranged as follows :— 

(1) Gross value of the estate as per affidavit for probate— 

(a) Personal estate. 

Stocks and shares. 

Cash. 

Debts due to deceased. 

Life insurance policies. 

Household goods, &c. 

(b) Real estate, 

arriving at a total agreeing with the affidavit for probate. 
Then add or deduct as the case may be— 

(a) Corrective affidavit for Inland Revenue for 
alteration in values on which estate duty 
will have to be adjusted. 

(b) Differences on realisation on which no 
adjustment of estate duty has to be made. 


(2) Interest and dividends accrued to date of death. 


In the specimen sheet you have before you the debts due 
by the deceased are shown as a debit, but it might be 
considered preferable to deduct this from the gross value 
of the estate, so as to give this figure in one total and show 
only costs, charges and expenses, and actual distribution 
on the other side. The other debits will be— 
(1) Funeral expenses. 
(2) Estate legacy (and succession) duties. 
(3) Execatorship expenses. 
(4) Pecuniary legacies. 
(5) Specific bequests. 
(6) Distributions of residue, if any. 
I have already dealt with the merger of the balance into the 
capital of the trust. 
| We now come to the balance-sheet of the capital which, as 
with all balance-sheets, consists of the assets and liabilities at 

| the closing date, and is sufficiently explained by the specimen 
_ you have before you. I would say with reference to the cash 

| at bankers that the total balance should appear as a figure 
somewhere in the accounts, and it seems convenient to so 
state it in the capital account balance-sheet, deducting 
therefrom such portion as belongs to income which will 
appear on the income account balance-sheet. If there be 
more than one fund in connection with the trust they should 
be so separated as to show the amount of each fund against 
the investments (and uninvested cash, if any). 


GENERALLY. 

At the commencement of my paper I stated that trust 
accounts were prepared primarily for the purpose of rendering 
an account of a stewardship. In these circumstances the 
accuracy of the detail becomes of greater importance than in 
the case of ordinary accounts primarily intended to ehow 
| results. Accounts of trustees are scrutinised by beneficiaries 
| whose lack of knowledge is made up by a desire to make 
themselves as great a nuisance as possible, and they not 
infrequently succeed in becoming a thorn in the flesh of a 
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trustee, who is often, without payment, doing his very best 
to carry out the wishes of a departed friend, and if the 
accountant can also be given a rap over the knuckles the 
critical beneficiary becomes thoroughly satisfied with—it is 
usually—herself. I received a communication from a lady 
beneficiary (unmarried) the other day, returning some trust 
accounts and pointing out that at the top of one of the pages 
the words ‘‘ carried forward’ were used instead of ‘* brought 
forward.”” I mention this as an extreme instance to show 
how careful the accountant must be to see that his detail is 
accurate and correctly sets forth the transactions of the trust. 

From many points of view these accounts are extremely 
interesting. In dealing with large estates it is ‘sometimes 
brought home to one how wide the interests of a strong 
business personality are, and the number of persons his 
foresight has enabled to earn their living. Without 
attempting anything in the nature of a political discussion, 
which would be out of place here, we may sometimes realise 
in perusing a will the bitterness caused by the realisation of 
the testator that a large slice of the results of the self denial 
which he practised in his day is impounded by the Government 
in the form of duties, and speculate as to what would happen 
to any State where every individual consumed all the results 
of his own and others’ earnings, and no one saved anything. 

We accountants very rightly set ourselves a high standard 
of duty towards our clients, and in the case of trusts we 
should derive a particular satisfaction in doing our part to 
see that the wishes of one who is no longer able to direct 
his affairs are duly carried out. 


Discussion. 


Mr. H. Dopp, Incorporated Accountant: I should like to 
ask Mr. Drowley why the balance of cash at bankers was not 
invested, or at any rate placed on deposit? I see there is 
something credited for bank interest, but is that a trust 
investment ? 


Mr. A. H. Hueues, Incorporated Accountant: It has 
always been in my mind that there is more than one way of 
preparing executorship accounts. When I was going up for 
my Final examination I think it was only in the last week 
that I decided which was the right way. However, I think we 
are all in agreement with Mr. Drowley that certainly in the 
books of account one cannot have too much detail. I really 
sympathise with the lawyer in his view, although he does not 
always quite appreciate the value of our accounts in the same 
way that we do ourselves; but, after all, the balance-sheet is 
merely the proof that our figures are in balance. In 
submitting accounts to trustees probably it is best to submit 
them in as brief a manner as possible, relying on schedules, 
as Mr. Drowley has done, to provide the details. One point 
which cannot be too strongly emphasised is to see that you 
are dealing with the property as it existed at the date of 
death. I have recently had a case going back many years, 
where the accountants had not gone back to the 
commencement, the result being that very large sums had 
gone astray into another fund. In submitting accounts to 
beneficiaries we have adopted the lawyer’s view and have 
endeavoured to provide something which the layman would 
understand, and we have found a very simple method where 
a property is being realised and distributed—to set out an 
executors’ summary cash account of receipts and payments. 
At the side we show the probate figure against each item, 
what has been received and what has been paid. That seems 
to give the beneficiaries a clear view of the case, aud if they 
require details of any deficiencies on realisation, &c., they can 
all be explained by the subsidiary schedules. A question of 
accrued charges occurs sometimes, where the income of an 
estate is left for distribution on a sliding scale. In that case, 
of course, one has to be careful. One of Mr. Drowley’s points 
was to arrange your dates at a convenient period, which 
would often save a good deal of time and trouble. 


Mr. B. J. ANprEws: Must you not take the anniversary of 
the death of the testator? Ifa man dies, say, in November, 
you should not arrange the accounts to April 5th. 


‘Mr. Retp: May I ask Mr. Drowley whether he can give us 
a little more explanation as to the lunacy accounts to which 
he referred very briefly? I gather that, as they are required 
by the Court, they should be in two columns—receipts, and 
payments on account, Is it not a fact that in litigation the 


Court rather prefers trust accounts to be in exactly the same 
form? Does the Lecturer consider it advisable to keep the 
cash account for capital and income in one account, with the 
division between capital and income set out in separate 
columns? A difficulty would arise in the purchase and sale 
of investments when accrued interest or accrued. dividends 
were involved. 


Mr. W. D. Menzies: I should be glad if Mr. Drowley could 
give us a little more information as to the procedure in those 
very difficult cases when there is a lot of important detail 
which is not available. I think such information would be 
very helpful. Sometimes a trustee does not realise his 
responsibilities, and perhaps for a long period he has not 
sufficient record to work upon. I have one particular case in 
mind now. A man died sixteen years before I saw the 
accounts ; the trustee had apparently disposed of his business, 
and the only item which appeared in the estate capital 
account was an item of £20 that had been received in respect 
of goodwill. No other details at all were available as to the 
transactions relating to the sale of the business. The trustee, 
I suppose, is bound to make up some sort of an account, and 
he is in rather a difficult position. 


Mr. Anprews: With regard to assets abroad, would you 
make any provision for loss on exchange? And supposing 
you had a case of an estate abroad which had never been 
valued but had been sold since the date of death, what would 
you do with it? 


Mr. A. G. Irons: I understood the Lecturer to refer to the 
date of making up the accounts, and he suggested that they 
should be made up as soon as possible after April 5th. Is not 
the Schedule A tax payable in two instalments? So that if 
the accounts were made up to April 5th, it would not obviate 
the difficulty in case of payment of the second instalment. 


Mr. J. Kina Fartow, Incorporated Accountant: There is 
one point I should like to raise. With regard to the 
Income Account (Appropriation), on the credit side there 
appears “Reserve for Outstandings at January Ist, 1922,” 
for Income Tax Schedules A, B and D, and Land Tax; 
on the debit side there is ‘“‘Reserve for Outstandings at 
December 3l1st, 1922’’—similar items. The payments for 
Income Tax Schedules A and B, and Land Tax appear in 
the Receipts and Payments Account of the estate, but I 
should like to ask Mr. Drowley where the payment for 
Income Tax Schedule D appears during that year? 


Mr. Watter Houtman, Incorporated Accountant: I assume 
that these accounts which are in our hands are models 
intended to be followed, and I want to ask the Lecturer 
whether he really thinks that, in submitting accounts of an 
estate, a receipts and payments account of property is really 
the best method of dealing with it. As the accounts stand, 
you have a credit balance on receipts and payments account 
carried to the credit of income account, which is technically 
inaccurate, and I suggest that a more satisfactory method 
would be to submit, not a receipts and payments account, but 
a revenue account of each particular property, carrying 
the balances of those revenue accounts to income account. — 
It seems to me you would then avoid any apparent 
transgression of the laws of double entry. I should like to 
ask the Lecturer whether he advocates, in dealing with 
dividends received, putting through entries for income tax 
in every case; that is, whether he credits the gross amount 
of dividends and debits the income tax deducted, or whether 
his income account would simply show on the credit side the 
net amount of dividends received, leaving out all questions 
of income tax. Income tax is a very great difficulty, I think, 
in dealing with trust estates, particularly in the interim - 
period, while the dividends received have to be apportioned. 
It would simplify the accounts very much if income tax could 
be ignored altogether. I should like to have the Lecturer’s 
opinion on that. 

Mr. Anprews: There is just one more point. The lecturer 
did not consider that dividends should be treated as if they 
were outstanding at the end of the period, but would it be 
correct, in the case of a dividend being declared and paid 
shortly after the end of the period, to bring it in if it related 
to the period ? 

The CuHarrnman: You mean if it were declared before the 
accounts were made up? 
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Mr. AnprEws: No; after the accounts are made up, but 
if it related to the period before the accounts ended. 
The yearly accounts ended June, and the dividend was 
declared in August for the year ended June. 


The Carman: But you are preparing the accounts after 
June? 


Mr. Anprews: Yes, but you are preparing the accounts 
after the dividend has been paid to the estate. 


The Cuarrman: Before asking Mr. Drowley to answer the 
questions I will make only one or two remarks on the subject 
generally. Trust accounts are very difficult in many ways. 
They are one of the most difficult forms of accounts to prepare, 
because so much depends on the point of view, and one has to 
make them up to a large extent to satisfy legal requirements. 
On that account it is necessary sometimes, as Mr. Drowley 
has indicated, to depart from what we like to adhere to—the 
income and expenditure basis—and to follow, not altogether 
perhaps, but largely, the cash account basis. Then there is 
another thing that should be borne in mind in connection 
with trust estates. The report is very important. We have 
heard a great deal aboat the accounts, but it is the report that 
is read and, as a rule, understood better than the accounts by 
the beneficiaries, and probably also by the solicitors who are 
acting in the matter. It is advisable that the report should 
be in narrative form, and it should deal first with the income, 
showing what the gross income is, how it has been disbursed, 
and any special points that may arise. Then it should deal with 
the capital in the same way, showing what has been realised 
and what has been reinvested—the figures, of course, being 
largely in summary form. But the idea should be to give 
anyone reading the report a clear view of the situation even 
without any actual knowledge of accounts as such. It should 
be a narrative, in simple form, which can be easil 
understood. With regard to schedules, I entirely agree wit 
Mr. Drowley’s idea that you cannot give too much information 
in the schedules. By having full schedules it is possible to 
condense in the accounts and thus to make them more easily 
understood. If the accounts are filled with detail they cease 
to have any meaning, except to the accountant, but if the 
detail is put into the schedules the accounts are much clearer 
and more intelligible to the uninitiated. There is just one 
point in connection with the realisation account. I am not 
sure that I like that term ‘‘ Realisation account.’’ I prefer to 
call it ‘‘ Capital account,’’ because everything in the account 
has not been realised. One gets the idea from this ‘‘ Realisation 
account’ that everything there represents a realisation, but 
in fact it is not all realised. It actually represents the capital 
partly realised and partly unrealised. It is probably a matter 
of opinion, but to my mind the term ‘‘ Capital account” 
conveys the idea better than ‘‘ Realisation account.” Another 
important matter is the form of the balance-sheet. The 
balance-sheet should always clearly distinguish assets and 
liabilities on capital account from assets and liabilities on 
income account. Mr. Drowley has divided it into two parts, 
which is a very good thing to do, but in any case—whether 
divided into two parts or not—it should be clearly shown 
which assets represent the capital and which assets represent 
the income. 


Mr. Drowtey: I will do my best to answer the various 
questions put to me. First, Mr. Dodd asked why the balance 
of cash at bankers was not invested. I do not know 
if he has had any experience of very large trusts, but I 
was concerned with one for many years, and it was part of 
the arrangement with the bank holding our securities that 
we always had £3,000 on current account. It came to my 
mind when I was writing this paper, so I illustrated it. 
You will find, if you have a trust of any size and you 
are asking bankers to hold securities, that they will 
require a certain amount to be left on current account. 
Then Mr. Hughes referred to the question of details appearing 
in the books. That I quite agree with, but I am endeavouring 
this evening to present the point of view that it ought also to 
appear in the accounts. In the particular set of trust accounts, 
where we had to leave £3,000 on deposit, it was our custom 
when we had finished the accounts for the year—we were 
not auditors, but accountants—to place them before the 
solicitor acting for the trustees, and he used to go through 
the pass book and tick up every item in the accounts therefrom. 
I have always thought that was an ideal way of preparing 


trust accounts. Mr. Andrews, I think, referred to the date 
of the accounts being compulsorily one year after the 
death of the testator. I do not know of any legal obligation 
on the part of trustees to do this. The same gentleman asked 
me about the loss on exchange in respect of assets abroad. 
My own view with regard to that is that as a trustee, or an 
adviser to a trustee, I would not part with any money in the 
shape of income until it had actually reached this agg 
therefore the question of exchange would not arise. The 
question of exchange on the capital account does not matter. 
Another gentleman, I think it was Mr. Reid, put a question 
with respect to a lunacy account. I agree that lunacy and 
other accounts that have to be prepared for the Court of 
Chancery do show details of practically every receipt and 
payment. But it would be very difficult for a beneficiary, 
I do not mean to say the lunatic himself—(laughter)—but the 
other person interested in the estate, who wan to enter 
into it when the lunatic ceased to be a lunatic and retired 
gracefully, when perusing such an account to ascertain how 
much he might expect to get. Therefore, a set of accounts 
such as I am advocating would be extremely helpful to him. 
Mr. Menzies raised a point with regard to details not being 
available. Well, 1am afraid that is going to stump everybody. 
A trustee who allows things to get into such a state that the 
details are not available—well, generally somebody finds out 
about it and he bas to pay in the end. (Laughter.) Another 
gentleman referred to the question of having separate columns 
for income and capital. Of course, in the books that is 
extremely important, but I am afraid it is not always done. 
Were I discussing the matter of executorship books I would 
say that one of the first necessities, in my opinion, is that 
there should be separate columns for capital and income, 
and that both should be separately balanced before any 
accounts are made up, but when we come to the presentation 
of accounts it is not quite convenient to have them simply in 
columns side by side with one another. I prefer, personally, 
to separate them; it is only a matter of the form of stating 
them. Mr. Irons referred to the subject of instalments of 
Schedule A. The way out of that is for the trustee to pay both 
instalments, and then he knows he is clear. Bearing in mind 
that trustees must retain both instalments in hand, it is just as 
simple for them to pay both instalments at once, which I believe 
the Inland Revenue are willing they should do—(laughter)—and 
thus get rid of that difficulty. Then Mr. Farlow has pointed out 
what is undoubtedly an omission on my part, for which I must 
express regret. There should certainly be a separate heading 
in the income account showing the payment of income tax on 
untaxed War Loan and deposit interest, and I will endeavour to 
have the correction made in the published report. Mr. Holman, 
I think, rather criticised my receipts and payments account of 
the Verwood Estate. I thought I had explained my reason 
for that. If you place accounts before a tribunal of any sort 
it is very difficult to get them to understand questions of 
apportionment of income up to a specific date; therefore it 
is, I submit, more useful to issue an account of receipts and 
payments without taking such matters into consideration. 
All departures from the cash basis can be conveniently shown 
in the income appropriation account. If the necessity arises 
it is perfectly easy for anybody to see from the accounts 
exactly what has happened. With regard to dividends, gross 
or net, my view is that dividends ought to be stated net. 
I agree that where apportionment arises, if the dividends are 
stated gross on this schedule of income, you will have some 
difficulty in making the necessary adjustments clear. I have, 
however, seen a schedule of investments where dividends 
were stated both gross and net, with an intervening column 
showing the tax deducted. This was done for the purpose of 
enabling beneficiaries to arrive at the amount of their gross 
income for super tax purposes. I am inclined to agree with 
Mr. Strachan that Estate Capital Account is a better title than 
Realisation Account. Indeed I did point out that eventually 
this account would merge into an Estate Capital Account. If 
the whole estate was realised, and it was all paid over, the 
Realisation Account and the schedules attached to it would be 
the only accounts necessary, but when a balance is left it has 
to be merged into another account, and when realisation 
ceases it becomes an estate capital account. I do not know 
of anything else I want to say, except to thank you for your 
kind attention. 

Votes of thanks to the Lecturer and Chairman terminated 


the proceedings. 
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REALISATION ACCOUNT (on ESTATE CAPITAL ACCOUNT) 
From tHe Date or tHE Deaty To DecemsBer 31st, 1922. 


To Debts due by Deceased as per eames 
for Probate 
», Funeral Expenses 
Estate and Legacy Daties as per Schedule 
Executorship Expenses as per Schedule 
Pecuniary Legacies as per Schedule 
— seenions as per — 
a 


3 
125 


1,! 
5 
oe 3 
ee 336, 


£475,452 7 8 


By Gross Value of the Es- 
tate as per Affidavit for 
Probate— 

Personal Estate : 
Stocks and Shares 
Cash .. 
Debts due to Deceased 
Life Insurance Policies 1 
Household Goods, &c 


Real Estate 


Add— 
Corrective Affidavit for Inland Revenue 
as per Schedule 


;, Differences on Realisation as per Schedule 
;, Interest and Dividends — as per 
Schedule 


368,945 15 0 


103,500 0 0 


472,445 15 0 
340 6 7 


472,786 1 7 
2,195 7 6 


470 18 7 


£475,452 7 8 


By Balance .. 


£ s. d. 
336,400 0 0 


_, TROOME ACCOUNT ror tHe YEAR ENDED Decuusen Sler, 1938. 


2 s. d. d. 
To Costs, Charges and Expenses— 
Trustees’ Fees: | 
P. C. Williams .. 105 
E. W. Mason 105 
Dodson & Fogg: 
Legal Charges .. 21 
Fuller & Co.: 
Accountants’ Charges .. 105 


:, Income Tax Schedule D, on Untaxed 
Income, 1921-22 . 
», Balance carried to Income Appropriation 
Account 


£ 6. 


12,479 13 11 


£13,415 13 11 
| 


By Interest and Dividends on Investments as 
per Schedule Fe ys 

», Verwood Estate as per Schedule— 
Receipts .. - .. £9,600 0 0 


Less— 
Expenditure 4,644 9 8 


;, Interest on Deposit .. 


2.2. 2 
8,326 17 6 


£1315 13 11 


INCOME ACCOUNT (APPROPRIATION) YOR THE YEAR ENDED _Daceuses Sisz, 


To Reserve for Outstandings at £ s. d. Ss. «@. & 
December 31st, 1922— 
Verwood Estate: 
Income Tax Schedule A.. 
Income Tax Schedule B.. 
Land Tax .. ‘ 
Income Tax Schedule D on 
War Loan, £2,500 at 5s. 
1,371 12 7 
», Net Income divisible among 
the Beneficiaries as under— 
H. L. Burton, 50% 6,393 13 9 
H. E. Burton, 163% .. 2,131 4 7 
E. H. Burton, 163% .. 2,131 4 7 
E. P. Burton, 163 % 2,131 4 7 
——_———_ 112,787 7 6 


— 


| 
| 
| 
| 


£14,159 0 1 


By Reserve for Outstandings at 


£ 
January 1st, 1922— 
Verwood Estate: 
Income Tax Schedule A.. 
Income Tax Schedule B.. 
Land Tax 
Income Tax Schedule e a 
», Income Account— 
Excess of Receipts over Payments for 
the year 1922 .. es 


12,479 13 11 


-— 


£14, 159 0 1 


$$ 
q 
i 162 a Ps 
: £ «.. 3 2-2 , a; | 
tt , 921 16 8 | 
i eG 6 6) | 
7 ,200 0 0 In 
’ 80 8 9) 30,000 0 0 Fe 
d 00 0 0) 4,230 5 7 Ni 
0215 9) 6,312 13 8 an 
- 00 0 0 25,000 0 0 F. 
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Manchester and District Society of 
Incorporated Accountants. 


ANNUAL DINNER. 


The members of the Manchester and District Society of 
Incorporated Accountants held their annual dinner on 
February 6th, at tue Midland Hotel, Manchester. Mr. Alfred 
Nixon (President of the Society), occupied the chair, and 
among those present were:—Mr. George Stauhope Pitt, 
F.S.A.A. (President of the Society of Incorporated Accountants 
and Auditors), Sir Arthur A. Haworth, Bart. (Chairman of the 
Manchester Royal Exchange), Alderman John P. McDougall, 
J.P. (Mayor of Salford), Councillor R. Noton Barclay, M.P., 
J.P., Mr. A. Linney Arnold (Chairman of the Manchester 
Stock Exchange), Professor Henry Clay, M.A. (President of 
the Manchester Statistical Society), Mr. Tom Walton, F.C.A. 
(President of the Manchester Society of Chartered Accountants), 
Mr. T. B. Leigh, Mr. Alfred Rée, Ph.D., F.1.C. (Vice-President 
of the Manchester Chamber of Commerce), Mr. Chas. F. 
Brierley (Chairman of the Manchester Branch Auctioneers 
and Estate Agents’ Institute), Mr. E. Raymond Streat 
(Secretary of the Manchester Chamber of Commerce), Mr. G. 
Wilcock (Principal Inspector of Taxes, Manchester), Mr. H. 
Winstanley (Deputy Chancellor of the Palatinate of Lancaster), 
Mr.Wm. Claridge, M.A., F.S.A.A., Mr. F. Walmsley, F.8.A.A., 
Mr. R. Dixon, Mr. E. J. Bowerbank, Mr. J. A. Macdonald 
(President of the Manchester Wholesale Provision Association), 
Mr. J. W. Nightingale, Mr. Perey Woodhouse, Mr. Chas. 
Tunnington, F.S.A A. (President of the Liverpool District 
Society), Mr. J. H.Ward, F.S.A.A. (President of the North-West 
Lancashire District Society), Mr. C. A. Belbin (Vice-President 
of the Sheflield and District Society), Mr. A. A. Garrett, and 
Mr. A. E. Piggott (Hon. Secretary). 


Mr. Wirt1am Cuaripce (Past President of the Parent 
Society) gave the toast ‘‘ Our Legislators and Administrators, 
Parliamentary and Municipal.”” He warmly acknowledged 
the spirit of co-operation which existed between the heads of 
municipalities and municipal departments on one side, and 
the profession of accountancy on the other. In speaking of 
parliamentary legislators, be would like to call attention to a 
subject in respect of which Members of Parliament could give 
them considerable assistance. This was the subject of 
bankruptcy law. At the present time the situation was very 
unsatisfactory. In various parts of the country irregularities 
had occurred to an extent that had convinced accountants of 
the need for careful investigation. As the law stood there 
were certain things a man could not do within six months of 
bankruptcy. If such things were wrong within six months of 
bankruptcy they could not be right within seven months of 
bankruptcy. It seemed a reasonable proposal that the period 
should be extended to twelve months at least. Proposals for 
reform had been made by Sir James Martin, as Chairman of a 
Committee of the Associated Chambers of Commerce, and he 
suggested that these should be carefully considered. One 
important proposal was that if a man came into business he 
should be compelled to keep proper books. That should be a 
sine qua non. Failure to do so should be an offence in the 
case of a man doing business beyond a certain limit. He 
would not suggest that such measure should apply to the very 
small trader or shopkeeper. That would not be reasonable. 
But failure to keep proper books should be a punishable 
offence in the case of any man doing a considerable business. 


The Mayor or Satrorp (Alderman J. P. McDougall), 
a to the toast, said he sometimes felt that municipal 
ies did not get all the assistance they might from 
professional men. He would be very glad to see more 
professional men like accountants come forward to serve on 
municipal bodies, for he was convinced they could give very 
valuable help to the community in such a capacity. 


Councillor R. Noron Barcuay, M.P., who also responded to 
the toast, said that at one time a great many business men 
like himself looked upon accountants rather as policemen. 
In these days, however, they had come to appreciate 
accountants better. oi Mien | taxation and the greater 
complexity of taxation had made the accountant’s profession 


almost more valuable to the business man than the lawyer. 
Whoever might have cause to complain about recent changes 
in taxation, he hardly a accountants had, for these 
changes seemed to have brought grist to the accountants’ mill. 


Mr. A. Liywey Arnotp (Chairman of the Manchester Stock 
Exchange) proposed the toast ‘‘ The Society of Incorporated 
Accountants and Auditors—its Branches and District 
Societies.’’ In recent years, he said, the accountancy 
profession had been the means of saving many a business 
which was verging on bankruptcy. e knew even of 
successful businesses which had been made more successful 
and efficient through the advice of an accountant, and he 
knew also that business people were leaning more and more 
upon their accountants. To-day there could be no two 
opinions as to the value of a certificate given by a member of 
the Society of Incorporated Accountants. The profession 
stood higher than ever it did in the eyes of the public. This 
being so, it seemed to him that an accountant, when giving a 
certificate, must feel that the transaction was not merely one 
in which he and the man whose accounts he was dealing with 
were alone concerned, but that the honour of his Society also 
was involved. He had no doubt that their Society would 
make every endeavour to maintain the highest professional 
traditions, and would ever keep in view the highest 
professional ideals. 


Mr. Grorce Stannore Prrr, who responded to the toast, 
said their Society was founded 39 years ago, and it had made 
steady progress ever since. It had made progress in the 
public esteem, progress in its educational and traini 
methods, and progress in its numbers. Its numbers h 
increased since 1885 from 300 to about 4,000, and it had 
upwards of 2,000 students in training. Manchester was the 
oldest District Society, and he was delighted to see present 
Mr. Walmsley, who had been a tower of strength since 1885. 
They were also greatly indebted to Mr. Piggott, who had been 
secretary of the Manchester Society ever since its formation. 
The standard of training and examinations had continually 
improved under able guidance. He was fully satisfied as to 
the quality and capacity of the candidates who sat for the 
examinations, which were of a difficult character. He did 
not hesitate to say that the profession was attracting men of 
a high calibre both at home and in the Dominions, and he 
felt, therefore, the greatest confidence in the future. Alluding 
to a proposal that the Society should be housed in a more 
appropriate building in London, Mr. Pitt said that when they 
thought of the magnificent premises occupied by the great 
City companies and by the learned professions he was sure 
they would agree that the progress of the Society called for an 
effort to provide a hall worthy of the present and sufficient for 
the future. He considered this a matter of importance, and 
the Council had the matter under earnest and careful 
consideration. He trusted that when the time came to put a 
concrete scheme before them it would meet with their heart 
support. The education and training of their students h 
always held the first place in their endeavours. Accountancy 
offered a field for those whv had the right aptitude and attitude 
of mind and who were able to conform to the standards of 
training and education which the profession bad setup. Such 
men and women could not be drawn exclusively from any 
particular group, but there appeared to be a special field of 
usefulness for University graduates, both those whose education 


_bad been on the traditional University lines and those who bad 


received specialised training in the faculties of economics and 
commerce in a modern University. Professor Daniels, of the 
Faculty of Commerce at the Manchester University, had given 
them valuable advice on the relation of University work to 
the accountancy profession. Then they had before them the 
example set by the Law Society, which had established 
centres throughout the country at which the study of the law 
could proceed. Perhaps there was not the same necessity for 
that kind of thing in their case, for their students were well 
— for, but he did attach the greatest importance to 
ectures for students and members, for once an accountant 
always a student. Recently Lord Askwith, speaking in 
London on accountants and strikes, paid a tribute to the 
valuable work of professional accountants in providing the 
necessary data upon which the solution of many difficult 
industrial problems had been founded. Lord Askwith also 
emphasised the need for able and progressive men to take up 
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the work of the profession. ‘['wenty or thirty years ago their 
work was confined very much to book-keeping. All that had 
passed. The status of the profession had improved, and they 
now had to deal with far more important and scientific 
subjects. In the future there would be a closer association 
between industry and the profession of accountancy. He 
submitted that as trained accountants they should not only 
report to the shareholders of an undertaking but should 
report to the directors as well, giving them scientific reports 
dealing with finance, statistics and practical questions 
arising out of the business with which they were dealing. 
He had practised what he was preaching, and he could tell 
them that he had found his clients more than‘appreciative of 
professional services of this kind. Such reports brought 
before their clients facts which under the pressure of business 
they were apt to pass by, but which provided the most useful 
information for the management and the control of their 
undertaking. There was another subject in regard to which 
he was convinced the activities of the accountant would have 
to increase, and that was costing. Again, accountants had 
been described as the surgeons of commerce. That was a fair 
description as far as it went, but there’ was a more 
important sphere for them as ambassadors of commerce. He 
could not think of a body of men better qualified to act in 
that capacity. Where large undertakings had interests in 
other parts of the world and the chiefs of those undertakings 
were unable to go out, an accountant could be retained to 
study the facts and problems and return with a scientific 
report. Here was a direction of service in which the 
accountant could be of the utmost advantage to the 
commercial community. There was another direction of 
service—the accountant as a director. Many accountants, 
after acting as auditors for years to particular companies, 
have been invited to join the boards of those companies. He 
ventured to suggest that no board of directors was really. fully 
equipped without a specialist like a highly trained accountant as 
a member to collaborate with it in its commercial undertakings. 
The last speaker had said that accountants had often saved 
businesses. That was very true. For every business they 
had had to wind up they had saved many more. On the 
question of registration Mr. Pitt said this matter appeared to 
him to be very similar to difficult political questions—like the 
Irish question—which became more difficult the longer it was 
left. He would suggest that personality played a large part 
in accountancy. Their clients employed them as professional 
accountants because they believed in them personally. He 
was assured, therefore, that, registration or no registration, 
their personal interests were not likely to be affected seriously. 
But whether that be the case or not, he would appeal to them 
to take a broad view of the situation as regarded registration. 
Qur lease of life was comparatively short, but the profession 
of accountancy would continue. He felt that a measure of 
_ registration was due to the public as it was also due to their 
own profession. Finally, he was assured of the support of all 
members of their Society, and he was convinced there was a 
brilliant future before the accountancy profession. 


Professor Henry Cuay (President of the Manchester 
Statistical Society), proposed the toast of ‘‘ Education and 
Industry.”” He said he did not think it was always realised 
how much organised industry and commerce took for granted 
a level of education which had only been achieved in the 
last generation in a few of the richest countries of the world. 
A generation ago it was still possible to conduct industry and 
commerce without the specialised training and intelligence 
which were now available as the result of our educational 
system. But to-day the scale of industry was too big, and it 
would be unsafe to rely for its control upon the native force 
and intelligence of untrained minds. Large scale industry 
tended more and more to approximate to Government 
methods of management and control. This meant the 
keeping of very complete and exact records and accounts. 
Thus there was a growing need for accountants who could 
report and devise methods of control which would enable a 
small group of responsible directors to direct effectively and 
exercise real control over their undertaking. We were living 
- in an extraordinarily complicated economic environment. 
Nothing of any magnitude could happen in any part of the 
world without affecting Manchester. We were seeking to 
acquire the power of control over this complicated economic 
system. Now we could not arrive at an understanding of that 


system without some plan of careful accountancy which 
would provide the records upon which careful and sound 
judgments could be based. This was where the accountancy 
profession could be of immense service. 


Sir Arraur A, Haworru (Chairman of the Manchester 
Royal Exchange), who responded to the toast, said it was 
possible that the port of Manchester was in for a very bad 
time. If that calamity did fall upon the port it would fall 
upon all the members of the community. It was to be 
hoped that wisdom and good feeling would prevail among 
those on both sides who had the welfare of so many in their 
hands. Strikes were against the interests of both sides. 
Even the winner of a strike was a loser. In the cotton 
spinning trade there was in existence a scheme whereby the 
cost of raw material and other costs up to the final cost of the 
finished article—the yarn—could be examined by accountants 
appointed by both sides—employers and employed—and the 
margin of profit ascertained. That was where accountants 
call come in and indicate the state of the trade at any 
moment with scientific accuracy. It astonished him that 
though this scheme was on record it had never been generally 
or officially recognised, but only privately accepted. It was 
possible to carry out such a scheme, and then if it were 
ascertained that profits had risen above a given level wages 
would rise automatically, and vice versé. He thought that 
along some such line the solution of many of our industrial 
problems was to be found. 


Dr. ALrrep Rér (Vice-Chairman of the Manchester Chamber 
of Commerce), who also acknowledged the toast. alluded 
specially to the educational needs of Manchester. What was 
chiefly lacking, he said, was accommodation for children who 
wished to take a secondary education. He understood that 
there was not room in the present schools for more than one 
quarter of the children who wished to take the secondary 
course. That was a very unsatisfactory state of affairs. 
It meant the loss of big potential assets to the community. 


The toast of ‘‘ The Legal Profession, Kindred Societies, and 
our Guests’’ was proposed by Mr. J. W. Shepherd, C.B.E., 
and responded to by Mr. T. B. Leigh (for the legal profession), 
Mr. Tom Walton (President of the Manchester Society of 
Chartered Accountants), and Mr. G. Wilcock (Principal 
Inspector of Taxes in the Manchester District). 


ENGLISH-SPEAKING ACCOUNTANTS IN PARIS 


The fourth quarterly luncheon of English-speaking account- 
ants in Paris was held on Wednesday, January 30th, at the 
Restaurant Weber, Rue Royale, Paris. The chair was taken 
by the Hon. Secretary, Mr. Oscar Fawcett (Cole, Dickin, 
Fawcett & Co.), and an interesting discussion took place on 
the subject of ‘‘ Taxation in France.’’ This was followed by 
the election of the committee and secretary for the coming 
year. The following gentlemen were nominated and, there 
being no opposition, were duly e.ected:—Mr. F. Carloss 
Griffiths (Turquand, Youngs, Kemp & Co.), Mr. Edmund 
Heisch (Deloitte, Plender, Griffiths & Co.), Mr. J. Balfour 
Horne (Marwick, Mitchell & Co.), Mr. A. Lovibond (Haskins 
and Sells), Mr. W. Ernest Seatree (Price, Waterhouse, 
Peat & Co.), Mr. T. E. Sherlock Smith (Chantrey, Button & Co.), 
and Mr. Oscar Fawcett (Cole, Dickin, Fawcett & Co.), Hon. 
Secretary. 


It was decided that at the end of the twelve months two 
members should retire and not be eligible for re-election for 
another twelve months. Lots were then drawn to decide 
which members should retire, with the result that the names 
of Mr. Seatree and Mr. Lovibond were picked out. 


It was agreed that the next quarterly luncheon should be 
held on Wednesday, Apri! 30th, and that in accordance with 
the usual custom Mr. A. T. Davies, whose name was next on 
the alphabetical rota, should take the chair. 


A hearty welcome having been extended to the newcomers 
to Paris by Mr. W. E. Seatree, and having been suitably 
acknowledged, the proceedings were terminated with a vote of 
thanks to the chairman. 
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Bistrict Societies of Incorporated 
Accountants. 


NEWCASTLE-UPON-TYNE. 


‘*Points of Interest in Auditing’’ was the subject of a 
lecture given at Armstrong College by Mr. Albert Bell, F.C.A., 
to the members of this Society. Mr. W. H. Stalker, A.S.A.A., 
presided over a large attendance. 


The Lecturer pointed out that the accountant should realise 
the capacity in which he is acting, whether as agent of 
principal or as principal who is responsible for the accuracy 
of the accounts. The wording of the certificate was discussed 
and also the vouching of accounts, the examination of assets 
and variation of liabilities, and various methods of testing 
during the audit. Mr. Bell was strongly of the opinion 
that accountants as a whole are not sutliciently expert in 
questions of ‘‘ depreciation,” and that a fuller and wider 
knowledge of this subject would be of the utmost benefit to 
the profession. 

In conclusion he said that accountants should not do a 
thing merely because someone else had done it, but should 
use initiative and common sense. Rigid adherence to audit 
programmes should not be the sole aim of an accountant who 
is conducting an audit. 

An interesting discussion took place afterwards, in which 
the Chairman, Mr. J. Mitchell, Mr. Wm. Hughes, Mr. B. 
Peatfield, Mr. J. M. C. Stanford, Mr. A. 8. Sherwood, 
Mr. H. C. Lyons, Mr. J. Telfer and others took bs 
A cordial vote of thanks was accorded to Mr. Bell for 
his lecture. 


NORTH-WEST LANCASHIRE. 
Syllabus of Lectures. 


1924. 
Feb. 15th. ‘* Partnership Accounts,” by Mr. A. 8. Oldman, 
A.C.A., A.S.A.A. (Fleetwood). 
Feb. 29th. ‘‘ Bankruptcy,” by Mr. William Eaves, F.S.A.A. 
(Manchester). 
Mar. 14th. “oa Levy,” by Mr. John Potter, F.S.A.A. 
(Blackpool). 


’ These lectures will be given at the Preston and County 


Catholic Club, Preston. Chair to be taken at 7.30 p.m. 


SOUTH WALES AND MONMOUTHSHIRE. 
(Carnpirrr anp Districr Srupents’ Section.) 


Prize Scheme. 


By the generosity of Mr. Richard Leyshon, F.S.A.A., the 
Cardiff and District Students’ Section of the South Wales 
Society of Incorporated Accountants is able to arnounce an 
offer of two prizes, viz:— 

(1) A first prize of ten guineas to any South Wales 
student who takes First Place in the Society’s Final 
examination during 1924. 


(2) A second prize of five guineas to the student taking 
the highest place in the Honours list of the Final 
examination, other than the above, during the year 1924. 


It will be remembered that in his address to the Cardiff 
students at the opening of the winter session, Mr. Leyshon 
impressed upon them the importance of aiming not at a place 
in the ‘‘ Pass”’ list only, but at a place in the ‘* Honours”’ 
list, and it is with a view to encouraging this high objective 
that he has offered these prizes for which any student 
member of either of the South Wales Branches of the 
Society is eligible. 

To repeat Mr. Leyshon’s own words:—‘‘ Aim high in 
entering for your examination. Do not go in merely with the 
object of just getting through, but aim at getting first place 


in the Honours list. You will remind me that the examination 
standard is being progressively raised, that it is becoming 
harder and harder to pass the examinations, but on the other 
hand you have not perhaps remembered that the more 
searching ordeal is compensated for by the fact that 
professional literature and examination helps have steadily 
become more and more adequate; perhaps it may be said that 
they have more than kept pace with the increasing stringency 
of the examinations.” 


WEST OF ENGLAND. 


ANNUAL MEETING. 

The annual meeting was held at Bristol on February 18th. 
Mr. G. J. Barron Curtis (President) occupied the chair, and 
was supported by the following members :—Mr. C. W. Clark, 
Mr. I. P. Ray, Mr. C. B. Steed, Mr. H. F. Bence, Mr. J. 
Watson, Mr. A. Cotton, Mr. R. G. Storey, Mr. E. E. Halliwell, 
Mr. R. F. Emmerson, Mr. F. P. L. Roberts, Mr. H. H. 
Bussell, Mr. A. J. Boyce, and Mr. F. A. Webber (Hon. 
Secretary). 

The annual report and financial statement were approved 
and adopted, and the following officers and committee elected 
for the ensuing year :—President, Mr. G. J. Barron Curtis 
(Bath); Vice-President, Mr. E. 8. Hare gag Hon. 
Secretary, Mr. F. A. Webber; Hon. Auditor, Mr. C. B. Steed ; 
Committee—Mr. C. W. Clark, Mr. A. Cotton, Mr. J. 8. 
Dudbridge, Mr. 8. Foster, Mr. H. M. B. Ker, Mr. F. P. Leach, 
Mr. F. W. Prosser, Mr. C. B. Steed and Mr. F. A. Webber. 


Proposals were discussed relative to lectures for the next 
session and the purchase of new books for the library. 


The meeting closed with a vote of thanks to the officers and 
committee for their services during the year. 


Report. 


Your Committee have pleasure in pies the report on 
the work of the Society for the year ended December 31st, 1923. 


LEcTURES. 
The following lectures were given, and your Committee 
are pleased to again record that the attendances were highly 
satisfactory :— 


1923. 

Jan. 8th. ‘Partnership Accounts,’’ by Mr. E. S. Hare, 
F.S.A.A., Bristol. 

Jan. 22nd. ‘‘Economics,’’ by Mr. H. Phillips, B.A. 

Feb. 5th. ‘‘Bankruptey and Deeds of Arrangement,’’ by 
Lieut.-Colonel E. W. Chance, C.B.E., LL.B., 
London. 

Feb. 19th. ‘‘Statistics,’’ by Mr. H. Phillips, B.A. 

Oct. 22nd. ‘‘Company Law,’’ by Mr. W. 8. Scammell, 
LL.B., M.C., Bristol. 

Nov. 5th. ‘Economics,’’ by Mr. H. Phillips, B.A. 

Nov. 19th. ‘‘Statisties,’’ by Mr. H. Phillips, B.A. 

Dec. 3rd. Students’ Night— 


‘*Debentures,’’ by Mr. J. 8S. W. Bernhardt. 
‘‘The Elements of Costing,’’ by Mr. R. F. 
Emmerson. 


‘The Promotion of a Private Limited 
Company,”’ by Mr. F. P. L. Roberts. 


MEMBERSHIP. 
During the year six new members were elected, and the 
total membership is now 63, represented by 16 Fellows, 
21 Associates and 26 students. 


EXAMINATIONS. 
The following student members were successful in the 
Society's examinations :— 
Final: Mr. H. F. O. Bence, Mr. H. C. Collis. 
Intermediate: Mr. J. 8. W. Bernhardt, Mr. L. W. 
Foster, Mr. F. P. L. Roberts. 
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Lrprary. 

Several new books were purchased and two presented for the 
use of members. The number issued was in excess of any 
previous year. Your Committee have under consideration 
the purchase of additional books, and would welcome any 
suggestion in this direction. 


CommirTTEE. 

Seven meetings of the Committee were held. 

The retiring members of the Committee are Mr. J. S. 
Dudbridge, Mr. W. J. Ford and Mr. 8. Foster, who are 
eligible for re-election. In accordance with Rule 4 nominations 
for election to the Committee must be signed by two members 
of the Society and lodged with the Secretary three clear days 
before the annual meeting. 


Finance. 
Your Committee gratefully acknowledge a grant of £15 15s. 
from the Parent Society, and are — to report that the 
financial position is satisfactory as shown by the balance-sheet. 


ConFERENCES. 

Mr. E. 8S. Hare represented the Society at a conference held 
in London on May 1ith to discuss the working of District 
Societies, and your Secretary officially attended the Autumnal 
Conference held in Cardiff on October 3rd, 4th and 5th, 1923. 


YORKSHIRE. 


The ninth lecture of the session was held on February 5th, 
at Leeds, when Mr. A. Lester Boddington, F.8.S. (London), 
gave a lecture to the student members on ‘‘ The Application 
of Economics in Commerce.” 

The chair was taken by Mr. A. Schofield, A.S.A.A. (Leeds), 
who presided over a pots | attendance of members. 

The Lecturer gave several topical illustrations of the 
various points relating to the application of economics by 
accountants in practice, and the meeting terminated with a 
hearty vote of thanks. 


The tenth meeting of the session of this Society was held 
recently at Bradford, and took the form of a joint discussion 
with the members of the Bradford District Society on the 
November, 1923, examination questions. 

A selection of Intermediate and Final questions was 
discussed, under the chairmanship of Mr. H. Reynolds and 
Mr. T. W. Dresser, the Joint Secretaries, and candidates at 
the recent examinations as well as other students took part 
and submitted methods of dealing with the questions. 


EXCESS PROFITS DUTY REPAYMENTS. 


Attempted Bribery of Inland Revenue Official. 


At Kent Assizes, on February 18th, William Percy Thomas, 
62, accountant, pleaded guilty to unlawfully and corruptly 
offering a gift to John Pittock Trussler, a clerk in the Inland 
Revenue Office, at Sittingbourne. The prosecuting Counsel 
said the serious aspect of the case from the point of view of 
the Commissioners was that defendant attempted to bribe 
a man who was a public servant and who had made a 
declaration of secrecy in regard to income tax information. 
Counsel explained the defendant suggested to Mr. Trussler 
that he should obtain possession of the register of excess 

rofits, which was a confidential document, and make extracts 

m it for him (defendant). 

Mr. Cassells, K.C., who represented defendant, pointed out 
that no information was actually obtained from the clerk, and 
he suggested that defendant committed the offence in his zeal 
as an accountant, and in order that he might help his clients. 

His Lordship described it as a very serious offence, and 
said that but for his age he would have sent defendant to 
prison. He fined him £200 and ordered him to pay all the 
costs of the prosecution. 


Incorporated Accountants’ Students’ 
Society of London. 


ANNUAL MEETING. 

The thirty-third annual general meeting of this Society 
was held at Winchester House, London, E.C., on Tuesday, 
February 12th. The President (Mr. A. H. Hughes) occupied 
the chair. 

The President, in moving the adoption of the report and 
accounts, referred to the satisfactory result of the year’s 
working as shown by the accounts and the continued increase 
in membership. The address-by Lord Askwith and the 
lectures by Mr. R. M. Montgomery, K.C., represented valuable 
contributions to the Society’s work during the past year. 
The successes.obtained by members of the Society in the 
examinations were very gratifying, and he emphasised the value 
to members of the Parent Society of continued active interest 
in the students’ meetings, and the mutual advantages arising 
from such meetings. Mr. H. J. Burgess had again kindly 
offered to present a prize to be awarded during the current 
year. The President expressed the hope that attendances 
would be well maintained. - 

Referring to the accounts, the President called attention 
to the increased grant from the Parent Society, which with 
the reduction in expenses and increased membership and 
subscriptions had resulted in a substantial surplus for the year. 

The following Officers and Committee were elected for 
the ensuing year:—President, Mr. F. C. Harper, F.S.A.A.; 
Vice-President, Mr. F. W. Stephens, F.S.A.A.; Commitiee, 
Mr. W. Strachan, F.S.A.A.. Mr. G. H. Bridge, A.S.A.A., 
Mr. S. T. Morris, A.S.A.A., Mr. A. A. Garrett, B.Sc., Mr. J. 
Robinson, A.S.A.A., Mr. H. E. Colesworthy, A.S.A.A., 
Mr. W. D. Menzies, Miss G. A. Singleton and Mr. D. N. Crick ; 
Hon. Treasurer, Mr. A. R. King Farlow, F.8.A.A., F.C.A.; 
Secretary, Mr. J. C. Fay; Hon. Auditors, Mr. W. H. Payne, 
F.S.A.A., and Mr. T. J. Boreham, F.S.A.A. 

The proceedings terminated with a vote of thanks to the 
Chairman. 

Report. 

The Committee have pleasure in presenting their 
thirty-third annual report and accounts for the year ended 
December 31st, 1923. : 

Accounts. 

The accounts show a surplus for the year of £100 ls. 1d. 
This satisfactory result has been brought about mainly 
by the larger amount of subscriptions received, and a 
considerable reduction in the cost of publishing the 
“Transactions.” The entrance fees amount to £25 5s. Od., 
and the annual subscriptions to £300 7s. 6d. The Committee 
again desire to express their thanks to the Council of the 
Parent Society for their increased financial support during 
the year. 

MEMBERSHIP. 

The new members elected during the past twelve months 
numbered 90, and the membership at December 31st, 1923, 
was 702, namely, 146 honorary members in practice, 
182 honorary members not in practice, and 374 ordinary 
members. 

Review oF THE Socrery’s Work. 

Successful sessions of lectures were held in the spring 
and autumn of 1923, a list of which is appended. 

The lectures were well supported, and members of the 
Committee were pleased to welcome from time to time 
Honorary Members of the Society who have taken a 
special interest in the Society’s proceedings and progress. 
The Committee are particularly grateful to The Right Hon. 
Lord Askwith, K.C.B., K.C., for his valuable address on 
“Accountants and Strikes,” which opened to students a 
wider vista of the opportunities and responsibilities of their 
— work. The Society was also favoured by two 
ectures by Mr. R. M. Montgomery, K.C., on income tax 
matters, and also one by Mr. W. N. Stable, M.A., 
Barrister-at-Law, on bankruptcy. The Committee desire to 
record their sense of appreciation of the contributions to the 
Society’s work by eminent members of the legal profession 
and by other lecturers. 
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With regard to the examinations of the Parent Society 
in 1923, six Certificates of Merit were obtained by members 
at the Final examination, and five Place Certificates at 
the Intermediate examination. The Committee offer their 
congratulations to all the successful candidates. 

The following is a list of lectures and discussions held 
during the spring and autumn sessions :— 


Spring, 1923— 
Lecture: “Investigations,” by Mr. J. Shite Incor- 
porated Accountant. 
Lecture: “Internal Audit,” by Mr. W. L. Karamelli, 
Incorporated Accountant. 


Students’ Evening. Chairman: Mr. A. H. Hughes, 
Incorporated Accountant, President of the Society. 


Lecture: “Formation of a Public Limited Company,” 
by Mr. Robert Ashworth, A.C.A., Incorporated 
Accountant. 


Lecture: “ Determination of Annual Values for Schedule A 
for 1923-24,” by Mr. S. T. Morris, Incorporated 
Accountant. 

Lecture: “Outline of the English Law of Bankruptcy,” 
by Mr. W. N. Stable, M.A., Barrister-at-Law. 

Lecture: “Some Recent Provisions of Income Tax Law,” 
by Mr. R. M. Montgomery, K.C. 


Autumn, 1923— 
Lecture: “Points on the Finance Act, 1923,” by 
Mr.- 8. T. Morris, Incorporated Accountant. 
Lecture: “Examinations from a Student’s Viewpoint,” 
by Mr. G. L. Pratt, Incorporated Accountant. 


Lecture: ‘Relations between National and Local 
Authorities Finance,” by Mr. F. Ogden Whiteley, 
0.B.E., Incorporated Accountant. 


Joint Meeting with the Chartered Secretaries’ Students’ 
Society—Subject: ‘“‘Mock Shareholders’ Meeting.” 


Lecture: “ Accountants and Strikes,” by The Right Hon. 
Lord Askwith, K.C.B., K.C. ' 


Lecture: “The Importance of Detail in the Presentation 
of Trust Accounts,” by Mr. George Drowley, 
Incorporated Accountant. 

Lecture: “Income ye cammens Canse,” by Mr. R. M. 
Montgomery, K 


“ TRANSACTIONS.” 
The twenty-seventh volume of “Transactions” for the 
year a has been published, and distributed among the 
members. 


EXAMINATIONS OF THE Socrety or INcoRPORATED ACCOUNTANTS 
AND AUDITORS. 

A large number of students passed the Parent Society’s 
examinations during the year 1923, including the following 
Honours candidates :-- 

May.—Final: Mr. G. L. Pratt, First Prize and First 
Certificate of Merit; Mr. H. W. Long, Second Prize and 
Second Certificate of Merit; Mr. J. H. G. Peterken, 
Fourth Certificate of Merit; Mr. J. C. Chaumeton, Fifth 
Certificate of Merit; Mr. S. A. Jones, Seventh Certificate 
of Merit. Intermediate: Mr. J. J. Woods, First Prize and 
First Place Certificate; Mr. W. L. Porch, Fourth Place 
Certificate; Mr. 8. Rainsbury, Seventh Place Certificate. 

Novemper.—Final: Mr. N. L. R. Trounce, Seventh 
Certificate of Merit. Intermediate: Mr. J. E. Sambridge, 
First Place Certificate (disqualified for Prize by age limit) ; 
Mr. R. W. Sowerby, Third Place Certificate and Prize. 


Orricers aND CoMMITTEE. 

Under Rules 3 and 5 the officers and members of the 
Committee and under Rule 10 the Honorary Auditors 
retire from office. 

Mr. R. F. Silvester, A.S.A.A., and Miss M. M. Homersham, 
M.A., A.S.A.A., having resigned from the Commiitee, it is 
recommended that the vacancies be filled by the election of 
Miss G. A. Singleton and Mr. D. N. Crick. The remainin 
members of the Committee, the Honorary Treasurer an 
the Honorary Auditors, being eligible, offer themselves for 
re-election. 

The accounts, duly audited, are annexed to this report. 


——————— ee ee 


Dr. REVENUE ACCOUNT FOR THE YEAR ENDED DECEMBER 3lsr, 1923. Cr. 
2s. d. £ s. d. 
To Printing .. oe we 59 1 10) By Annual 1" eeataaall oa... 0s -- 800 7 6 
;, Stationery, Postages, de. ithe she 34 310) ,, Entrance Fees . ‘ ais ae as 25 5 O 
», Reporting Charges .. - om ee 31 3 8) ,, Dividends (less Tax) “< Fy nA 15 211 
,, Hire of Hall for Lectures .. én ex 2919 3) ,, Grants from Society of "Incorporated 
;, Publication of “ Transactions ” 119 3 0 Accountants and ead ai oS 638 0 0 
,, Secretary’s Honorarium ee es om 21 0 0O| ,, Sundry Sales “a So 8 
;, Clerical Assistance .. nine 1212 0) 
», Balance, being excess of Income over Ex- 
penditure for the year se “se <¢. 32 11 
£407 4 8 £407 4 8 
Dr. BALANCE SHEET, DECEMBER 38lsr, 1923. Cr. 
2 s. d. 2 s. d. 
To Sundry Creditors to 142 19 9] By Cash at Bank .. ae oe o% -. 215 6 6 
», Subscriptions in advance 410 O| ,, Investment :— 
;, Revenue Account :— £388 4s. 5d. 5 per cent. War umes ewes 47 
Balance at Dec. 31st, 1922.. £334 9 0 at cost sco ‘. os 36613 4 
Add Balance as above - meee 
———- 43410 1 
£581 19 10 £581 19 10 


A. R. Kine Farutow, Hon. Treasurer. 


We have examined the foregoing Accounts for the year ending December 31st, 1923, together with the 


Books and Vouchers of the Society, and find the same to be correct. 


and the Cash at Bank. 
Lonvon, February Ist, 1924. 


We have also verified the Investment 


W. H. Payne, Incorporated Accountants, 
T. J. Borznam, Hon. Auditors. 
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DEPRECIATION RATES FOR INCOME TAX. 


The following is supplementary to the Schedules published in our issues of December, 1921, and 
April, 1928. The rates of depreciation given below have been agreed by the Board of Inland Revenue 
with representatives of the various industries subject to the concurrence of the respective bodies of 


Income Tax Commissioners :— 


Rate Prime Cost 
Industry, &c. per or Nature of Plant. 
cent. | Written-down Value. 
Brickmaking es a o. [e— as previously notified > 
Note.—No depreciation is allowed on kilns, but an allowance 
is made in respect of the cost of repairs, renewals and rebuilding ; 
the cost of new kilns and of extensions to existing kilns is treated 
as capital in the ordinary course. 
Furniture Manufacturers oo] & Written-down value. | Engines, boilers and shafting. 
74 we ‘i General plant and machinery and electric motors. 
15 * a Vehicles propelled by steam power (steam wagons and 
lorries). 
20 is a Vehicles propelled by power derived from internal com- 
bustion engines (motor wagons and lorries). 
Men’s Heavy Clothing (Ready- | 9 Written-down value. | Plant and machinery generally. 
made and Wholesale Bespoke 
Tailoring Trade for Male 
Persons) 


ACCOUNTANT’S FRAUDULENT 
COMPANIES. 


The concluding stage of the trial of Frederick Robert 
Fellows, 34, accountant ; Charles Eyton Samuelson, 66, of no 
occupation; and Albert Augustus Scanlan, 50, barrister, for 
conspiring to defraud ex-Service men investing in Marchants, 
Limited, was reached at the Old Bailey on February 21st. 


‘The jury found all three defendants guilty of conspiracy. 
Fellows and Samuelson were also found guilty of obtaining 
ene | by false pretences. Scanlan was found not guilty on 
this charge. He was recommended to mercy. 


Inspector Owen said that down to 1919 Fellows had a good 
character. From that time he had been engaged in registering 
companies, and in connection with a number of them he had 
advertised positions to people who invested in the concerns. 
At one time he had four companies running, all registered for 
accountancy business. Complaints were received from three 
men who had invested a total of £1,140 in one of his 
companies. In July last he was adjudicated a bankrupt, 
with liabilities of £802 3s. 6d. and assets nil. Shortly after 
he obtained three sums of £100 each in Leicester from men 
to whom he had offered employment as travellers. When 
arrested at Southwold he had a draft advertisement in his 
possession for a partner in a business who was to invest £500. 
He was, added the officer, the master mind in the conspiracy. 
Samuelson was a man of good education, whose father was 
formerly a well known tobacco merchant in Liverpool. There 
was nothing known against him before. Scanlan had a 
perfectly good character previous to that case. 


_ The Recorder, Sir Ernest Wild, K.C., in passing sentence, 
said it was unnecessary to emphasise the wickedness of people 
who, with some knowledge of business and law, exploited the 
credulous public, and by fraudulent companies got from them 
all their life savings. He agreed that Fellows was the master 


| mind and that since 1919 he-had been registering companies 
which were companies in name only, obviously intended to 
defraud the public. He sentenced him to sixteen months 
imprisonment in the second division. With regard to 
Samuelson, he believed he had fallen under the temptation of 
Fellows, and the candour with which he had given his 
evidence proved that he had all the instincts of a gentleman. 
He sentenced him to eight months in the second division. 
It was a painful thing, the Recorder said, to be compelled to 
sentence a member of his own profession. He believed that 
Scanlan’s honourable profession as well as his military rank 
were necessary for the perpetration of this fraud on the 
public. He believed to a large extent he had been dragged 
into it by Fellows, and he did not lose sight of the fact that 
the least part of his punishment was that which it was his 
duty to inflict. He sentenced him to six months imprisonment 
in the second division. The Recorder added that it had been 
brought to his notice that Mr. Thomas Scanlan, a widely 
respected member of the Bar and former Member of 
Parliament, had been caused much pain and annoyance by 
being confused with the defendant Scanlan, and it was right 
that it should be stated publicly that he was not connected in 
any way with him. His Lordship also referred to an 
advertising agency which had been mentioned, and said it 
was hoped that steps would be taken, by legislation if 
necessary, to stop the issue of such plausible and mendacious. 
advertisements as had been issued in connection with that case. 


Professional Appointment. 


Mr. Henry Stephen Monson, A.S.A.A., Deputy City 
Comptroller, Westminster vt Council, has been appointed 
Borough Accountant of e Metropolitan Borough of 
Wandsworth. 
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Scottish Aotes. 


(FROM OUR CORRESPONDENT.) 


Glasgow Students’ Society. 


A lecture was given to the Glasgow Incorporated Accountants’ 
Students’ Society on the 13th ult. by Mr. John A. Davidson, 
C.A., on ‘Controlling Accounts.’”” Mr. R. W. McKirdy, 
A.S.A.A., occupied the chair, and there was a large attendance. 
We hope to give a synopsis of the lecture next month. 


Honour and Law at Variance. 


A case came before the First Division of the Court of 
Session in December last in which the Lord President stated 
he found honour and law at variance. The point arose on 
a petition by the liquidator of the Clyde Marine Insurance 
Company, Limited, seeking the direction of the Court in 
certain questions which had arisen in the winding up of the 
company. The company, which was incorporated in 1915, 
had passed a resolution that by reason of its liabilities it 
should be wound up voluntarily. The company prior to 
liquidation had initialled certain slips presented to it by an 
insurance broker in the usual way, but no policy had been 
issued, and the question arose should the liquidator now 
sign and issue the policy. A further question arose as to 
the liability of the company to pay losses under such a policy 
notwithstanding that no policy had been issued, or to pay 
damages in respect of the non-issue of such a policy. Other 
questions arose out of policies signed by the liquidator and not 
issued and whether he should cancel the policies and refund the 
premium. The Lord President said it was clear enough that 
the company had a goodwill to be preserved or salved, and 
if the business was to be carried on the liquidator should 
scrupulously protect the mercantile honour of the company 
and its business, which he could only do by compliance with 
the professional rules regulating the conduct of brokers and 
underwriters inter se. In the present case the company had 
no goodwill to be preserved or salved. If the business was 
to be carried on to any extent it must be done according to 
the rules regulating such business, and the liquidator was not 
entitled to pick and choose, on the principle of ‘‘ heads I win, 
tails you lose.’’ Honour and law usually went hand in hand, 
and either they must equiparate honour with law in spite of 
the Marine Insurance Act, 1906, and the Stamp Act, 1891, 
or they must allow the law laid down in these statutes to 
take its course. The Division held that the liquidator was 


not entitled to issue a marine policy in respect of the slip | 


referred to in the first case, and with regard to the second 
that the liquidator had no power to sign or issue policies with 
respect to either of the slips therein referred to unless in 
pursuance of his power to carry on the business of the company ; 


that the liquidator had not exercised this power to any extent; 


and that it was therefore ultra vires of him to convert the slips 
into enforceable obligations in the shape of marine policies. 


Commission Agents’ Exemption from Excess 
Profits Duty. 


An Inland Revenue case was decided in an Exchequer 
case by the Court of Session on January 27th last. The case 
was an appeal by a firm of produce merchants in Glasgow 
against an assessment for excess profits duty in the sum of 
£948 12s. made upon it for the accounting period from 
October 1st, 1920, to March 31st, 1921, an assessment which 
on appeal to the Commissioners for the Special Purpose of 
Income Tax Acts in June, 1923, was confirmed. The company 
was incorporated as a private limited company in 1915 for the 
purpose inter alia of taking over a business previously carried 
on as a private partnership. The company carried on business 
(a) as merchants, (b) as agents for various American firms 
and companies, for whom as principals it sold produce on 
commission, and (c) as agents for various firms and companies 
in Britain. No dispute arose as to the liability for excess 
profits duty under the first two heads, but the company 
claimed exemption from that duty on the commission business 


earned in the branch of the business under head (c). The 
company contended that under the last mentioned branch of 
their business they simply acted as commercial travellers and 
were thus exempt from excess profits duty quoad that branch 
of their business under the exemption conferred upon 
commercial travellers by sect. 39 of the Finance (No. 2) Act, 
1915. For the Inland Revenue Commissioners it was contended 
that the company was not a commercial traveller, and was 
therefore not entitled to exemption. The main facts were 
not in dispute. The Division sustained the appeal, holding 
that on the facts stated the company was entitled to the 
exemption claimed. 


Marriage Settlement and Super Tax. 


In another Exchequer case the Commissioners of Inland 
_Revenue raised the question on appeal whether Captain 
| Wemyss, the tenant of a castle in Fife, was bound to include 
the annual value of the castle in the statement of his income 
for the year to April 5th, 1920, and also whether he was also 
bound to include the whole of the income for that year 
received by the trustees of his marriage settlement from certain 
shares in the Wemyss Collieries Trust, Limited, held under 
the settlement. Captain Wemyss contended that by reason of 
certain decisions he was not bound to include the annual 
value of the castle and grounds, and that the right of 
occupancy given him under his father’s trust disposition and 
settlement was not of such a nature as to make the annual 
value part of his income for the purposes of the income tax. 
He also contended that by his ante-nuptial marriage contract 
he had denuded himself of so much of the income from the 
shares as the trustees were required to retain for certain 
specified purposes, and that the income so retained and applied 
by the trustees was not his income for the purposes of the 
tax. The Special Commissioners upheld Captain Wemyss’ 
contention, and the Commissioners of Inland Revenue 
appealed. The Division held that the annual value of 
Wemyss Castle, &c., did not form part of the income of 
Captain Wemyss for the purposes of super tax, and that for 
similar purposes the income from the Wemyss Collieries Trust, 
Limited, shares did not form part of Captain Wemyss’ income. 


Notes on egal Cases. 


(The abbreviations at the end of each of the cases refer 
tq the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1923) 2 K.B.:— 

T.L.R., Times Law Reports; The Times, The Times News- 

peper: L.J., Law Journal; L.J.N., Law Journal Newspaper ; 

-T., Law Times; L.T.N., Law Times Newspaper; S J., 

Solicitors’ Journal; W.N.,Weekly Notes; 8.C., Sessions Cases 

(Scotland); 8.L.R., Scottish Law Reporter; 1.L.T., Irish 

Law Times; J.P., Justice of the Peace (England); L.G.R., 
Knight’s Local Government Reports. 

The other abbreviations used in modern reports are A.C., Appeal 
| Court (House of Lords and Privy Council); C.A., Court of 
| Appeal; Ch., Chancery Division; K.B., King’s Bench Division ; 
'P., Probate, Divorce and Admiralty Division; C.S., Court of 

Session (Scotland); J., Mr. Justice (King’s Bench or Chancery) ; 
L.J., Lord Justice; L.C., Lord Chancellor; M.R., Master of the 
Rolls; P., President of Probate, Divorce and Admira!ty.]} 


EXECUTORSHIP LAW, AND TRUSTS. 


Attorney-General v. National Provincial and Union 
Bank of England, Limited. 
Patriotic objects not necessarily charitable. 

A testator by his will left part of the residue to trustees 
** to devote and apply the same for such patriotic purposes or 
| objects, and such charitable institution or institutions, or 
charitable object or objects in the British Empire as my 
trustees may in their absolute discretion select.” 

It was held that the gift must be read disjunctively, and, 
as patriotic purposes or objects were not necessarily charitable, 
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and the trustees, therefore, could under the words of the will 
select a purpose or object which was not charitable, the gift 
was void. Decision of the Court of Appeal affirmed. 


(A.C.; (1924) 40 T.L.R., 191.) 


Re Joseph Beecham. 
Direction for payment thereout of ‘all death duties of every 
: kind on every part of my estate.”’ 

The Court of Appeal allowed the appeal from the decision 
of Eve (J.) (reported in Incorporated Accountants’ Journal, 
November, 1923, at p. 57). 

The question arising upon the appeal was whether, under a 


direction in the will of the testator for the payment out of his 


residuary estate of ‘‘ all death duties of every kind on every 
t”’ of his estate, future duties were included, or only the 
duties which became payable on the death of the testator. 
The Court of Appeal, in allowing the appeal, held that the 
case came within Re Wedgwood ((1921) 1 Ch , 601), and that 
the duties provided for were not the subsequent duties but 
only those payable immediately on the death of the testator. 


(C.A.; (1924) W.N., 21.) 


; Re Gordon’s Settlement. 
Transfer of Stocks by Settlor into names of Trustees. 

Tomlin (J.) held that there is no agreement for payment of 
interest, rent or other annual payment in full without 
allowing any such deduction as is contemplated either by 
sect. 103 of the Income Tax Act, 1842, or by Rule 23 of the 
All Schedules Rules of the Act of 1918, where a settlor 
transfers stocks into the names of trustees to pay the income 
thereof to his wife, and covenants to pay to the trustees the 
amount deducted as income tax in the preceding year, to be 
paid by them to the wife. 

(Ch.; (1924) 68 S.J., 322.) 


MISCELLANEOUS. 


Tournier v. National Provincial and Union Bank 
of England, Limited. 
Extent of duty of a Banker to his Customer. 

The qualifications of the contractual duty of secrecy 
implied in the relation of banker and customer are: (a) Where 
disclosure is under compulsion by law; (b) where there is a 
duty to the public to disclose; (c) where the interests of the 
bank require disclosure; and (d) where the disclosure is made 
by the express or implied consent of the customer. 

Per Bankes and Atkin (L.JJ.): Information gained during 
the currency of the account remains confidential unless 
released in circumstances bringing the case within one of the 
above classes of qualification, and the duty of non-disclosure 
is not confined to information derived from the customer or 
his account, but includes information obtained by the banker 
in his character as such. ; 

Per Scrutton (L.J.): The implied legal duty towards the 
customer to keep secret his affairs does not apply to knowledge 
which the bank acquires before the relation of banker and 
customer was in contemplation or after it ceased ; and there 
is no implied duty to a customer to keep secret information 
about him derived not from that customer but from the 
account of another customer. 

(C.A.; (1924) 40 T.L.R., 214.) 


Pratt v. Patrick and Others. 
Liability of Owner of Motor Car in control thereof when driven 
‘ by friend who is negligent. 

A, the owner of a motor car, allowed his friend B to drive 
him in the car. Through the negligence of B in driving, 
C, a gratuitous passenger in the car, was killed in a collision 
between the car and a motor lorry. 

It was held by Acton (J.) that, in the absence of evidence 


- that A had given up his right of controlling the course of the 


car, he was in possession thereof, and consequently liable for 
the death of C. 


It was held also that the plaintiff, C’s widow, who had 
acted reasonably in joining A and the owners of the motor 
lorry as defendants in an action for the death of C, was 
entitled to recover from A the costs which she was liable to 
pay the owners of the motor lorry, the successful defendants. 


(K.B.; (1924) 40 T.L.R., 227.) 


Kendjian v. Gumughdjian. 
Jurisdiction of Court where an account is ordered. 

Where the Court refers any question in an action requiring 
special or detailed examination, such as accounts, to a special 
referee or arbitrator agreed on by the parties under the 
Arbitration Act, 1889, sect. 14 (c), it does not lose jurisdiction 
over the matter, and a party dissatisfied with the report or 
award of the referee may move to vary it or to set it aside. 
The Court of Appeal reversed the decision of Russell (J.). 

(C.A.; (1924) 68 8.J., 320.) 


MORTGAGES. 
Schiller v. Petersen & Co., Limited. 
Proviso for Redemption on formation of a Company ‘*‘ within 
six months.”’ 

There is no established rule that in all transactions arising 
out of mortgages a month means a calendar month. 
A mortgage provided that if a company were formed within 
six months, to acquire the mortgaged premises, the mortgagee 
would accept debentures in the company in discharge of his 
debt, and would reconvey the premises. A company was 
formed within six calendar months but not within six lunar 
months with a capital of £10,000, of which only £10 was paid 
up, it had no intention of carrying on business and no 
substantial undertaking. 

It was held that no company had in substance been formed 
nor had the condition been fulfilled within the time limited. 

(Ch.; (1924) 68 8.J., 252.) 


RATING. © 


Gill v. Mellor. 


There is no Limitation upon the Time within which a Demand 
for Rates must be made. 

The appellant was duly rated and assessed to the relief of 
the poor and to the general district rate by rates made on 
April 2nd and March 31st, 1921, respectively. No demand 
for payment was made until September 26th, 1922, nearly six 
months after the expiry of the year for which the rates 
were made. 

The Divisional Court held that neither in the case of the 
poor rate nor in the case of the general district rate did the 
Statutes impose any limitation upon the time within which 
demand must be made. The demand, therefore, need not be 
made within the year in which the rates were made, and 
a fortiori proceedings need not be commenced within that time. 


(K.B. ; (1923) 87 J.P., 190.) 


WILLS AND EXECUTORS. 
Re Speir. 


Bequest of ‘‘ Dividends, Bonuses and Income’’ of Shares to 


Life Tenant. 

A bequest of the ‘‘dividends, bonuses and income” of 
shares in a company to a life tenant does not entitle him to 
have transferred to him, as his own property, bonus shares 
issued by the company in respect of capitalised profits. Such 
shares when issued by the company in the form of capital 
have been held in Bouch v. Sproule ( (1887) 12 App. Cas., 385) 
as between tenant-for-life and remaindermen to be capital, 


and not income, and therefore the gift to the tenant-for-life of 
‘* bonuses ”’ carries cash bonuses but not bonus shares issued 
in the form of capital. Decision of P. O. Lawrence (J.) 
( (1923) W.N., 274) reversed by the Court of Appeal. 


(C.A.; (1924) 68 S.J., 251.) 
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